Guv .  CW  T>  e^  ov  w  4.  ^ 


Cor*) 


^ royal  commission  on  railways  and  transportation  ^ 


REPORT  OF  PROCEEDINGS 


Arthur  Moxon?  Esq.,  K.C.,  Secretary 
George  W„  Yates,  Esq.,  Assistant  Secret 


P. 

E  . 


Berryman 
C .  Young , 
Official  Reporte 


ROYAL  COMMISSION  ON  RAILWAYS  AM  TRAKSPORT^TIOK 

(Copy) 

P.   C.  2910 

Certified  to  be  a  true  copy  of  a  Minute  of  a  Meeting  of 
the  Committee  of  the  Privy  Council,  approved  by 
His  Excellency  the  Governor  General  on  the  20th 
NOVEMBER  1931, 
*   

The  Committee  of  the  privy  Council  have  had  before 
them  a  joint  report,  dated  19th  Hoveniber,  from  the 

Right  Honourable  Sir  George  II.  Parley,  the  Acting  Prime 
Minister  and  the  Minister  of  Railways  and  Canals,  sub- 
mitting: - 

That  the  Select  Standing  Committee  on  Railways  and 
Shipping  of  the  House  of  Commons  of  Canada  at  the  recent 
session  of  Parliament  in  its  final  report,  dated  July  16th, 
1931,  ;co  the  House  of  Commons,  set  out  amongst  other  things, 
as  follov;s: 

"Your  Committee  desire  to  call  the  attention  of  the 
House  to  che  proposal  made  by  Sir  Henry  Thornton  at 
one  of  the  sessions  of  the  Committee.    He  referred  to 
the  serious  position  of  the  transportation  business 
generally  and  recommended  that  a  commission  be  appoint- 
ed for  the  purpose  of  considering  the  whole  question 
of  Canadian  Transportation.    Your  Committee  regard  such 
a  recommendation  coming  from  such  a  source  at  this 
time  as  worthy  of  the  serious  consideration  of  the 
Government." 

Having  regard  to  the  vital  importance  of  transportation  to 
the  trade  and  commerce  of  Canada,  the  serious  and  contin- 
uing deficits  of  the  Canadian  national  Railway  System,  and 


the  dimished  revenues  of  the  Canadian  Pacific  Railway 
System,  conditions  which  have  "been  brought  about  in  part  by 
duplication  of  tracks,  facilities  and  services  of  every 
kind,  and  in  part  by  competition  by  other  modes  of  trans- 
portation, particularly  motor  vehicles  operating  on  high- 
ways, the  Ministers  concur  with  the  proposal  that  the  whole 
subject  be  studied  by  Commissioners  with  the  powers  here- 
inafter set  forth. 

The  Ministers,  therefore,  recommend  as  follows: 
1.  That  the  Right  Honourable  Lord  Ashfield,  of  the  City  of 
London,  England; 

The  Right  Honourable  Lyman  Poore  Duff,  P.C.,  of  the 
City  of  Ottawa,  in  the  Province  of  Ontario; 

Sir  Joseph  W.  Flavelle,  Bart.,  of  the  City  of  Toronto, 
in  the  Province  of  Ontario; 

Beaudry  Leman,   C.  E. ,  of  the  City  of  Montreal,  in  the 
Province  of  Quebec; 

Leonor  Fresnel  Loree,  C.E.,  of  the  City  of  New  York, 
in  the  United  States  of  America; 

Walter  Charles  Hurray,  LL.D. ,  of  the  City  of  Saskatoon, 
in  the  Province  of  Saskatchewan;  and 

John  Clarence  Webster,  M.D.,  of  Shediac,  in  the  Province 
of  Hew  Brunswick; 

be  appointed  Commas si oners  under  Part  I  of  the  Inquiries 
Act,  and  that  the  said  The  Right  Honourable  Lyman  Poore 
Duff,  P. C. ,  be  Chairman. 

£.  That  the  Commissioners  inquire  into  the  whole  problem 
of  transportation  in  Canada,  particularly  in  relation  to 
railways,  shipping  and  communication  facilities  therein, 
having  regard  to  present  conditions  and  the  probable  future 
developments  of  the  country,  and  report  their  conclusions 
and  make  such  recommendations  as  they  think  proper. 


3.  That  the  Commissioners  shall  have  all  the  powers 
vested  in,   or  which  can  be  conferred  on,  commissioners 
under  the  Inquiries  Act,  and  that  all  or  any  of  the  powers 
which  can  be  conferred  under  Part  III  of  the  Inquiries  Act 
may  be  exercised  by  any  three  of  the  Commissioners. 

4.  That  the  Commissioners  or  any  three  of  them  shall  have 
power  to  call  before  them  such  persons  as  they  shall  judge 
likely  to  afford*  any  information  on  the  subject;  to  call  for 
information  in  writing  and  also  to  call  for,  have  access  to 
and  examine  all  such  books,  documents  and  records  as  may 
afford  the  fullest  information  on  the  subject;  and  to 

inquire  of  and  concerning  the  premises  by  all  other  lawful 
ways  and  means  whatsoever. 

5.  That  the  departments  of  the  Government  Service  of  Canada 
and  the  Board  of  Railway  Commissioners  for  Canada  shall 
afford  the  Commissioners  and  all  persons  acting  under  their 
authority  or  by  their  direction,   such  assistance  and  co- 
operation in  the  matters  of  the  inquiry  as  the  Commissioners 
may  think  desirable. 

6.  That  the  Commissioners  shall  report  their  findings  and 
conclusions  with  the  least  possible  delay. 

7.  That  a  Commission  shall  issue  to  the  Commissioners  in 
accordance  with  the  terms  thereof. 

The  Committee  concur  in  the  foregoing  recommendations 
and  submit  the  same  for  approval. 

(Signed)  E.  J.  Lemaire 

Clerk  of  the  Privy  Council. 
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Parliament  Buildings, Ottawa, 
Friday,  December  4,  1931. 


AFTERNOON  SESSION 
The  Commission  met  at  2.30  p.m. 

RIGHT  HON .  SIR  GEORGE  PERLEY  (Acting  Prime 
Minister? ,    Hon.  Mr.  Justice  Duff,  Gentlemen  of  the  Com- 
mission, others  here  present:*  It  falls  to  my  lot  -  i„ 
this  instance  a  happy  one  -  to  express  on  behalf  of  the 
Canadian  Government  a  sincere  welcome  to  the  members  of 
this  Commission  on  this  the  occasion  of  their  first  meet- 
ing.     I  regret  exceedingly  that  the  Prime  Minister  is  not 
in  Canada  at  the  moment,  because  rl  know  he  would  be  glad 
to  have  the  opportunity  of  saying  a  few  words  to  you.  The 
formation  of  this  Commission  is  something  in  which  he  took 
a  great  interest;  it  was  close  to  his  heart  and  had  been 
for  some  time  before  he  left  Canada  for  a  brief  holiday. 
I  know  he  gave  of  his  best  in  the  selection  of  the  proper 
men  to  comprise  the  Commission,  men  who  would  command  the 
confidence  of  the  people  of  this  country  and  of  every  shade 
of  politics  and  religion.      I  am  sure  that  we  have  succeed- 
ed in  forming  a  Commission  of  that  kind,  and  I  am  happy  to 
say  that  the  newspapers  and  the  people  throughout  Canada 
have  received  it  in  that  spirit. 

Gentlemen  of  the  Commission,  to  my  mind  you  have  be- 
fore you  the  most  important  question  that  faces  Canada  to-day. 
I  need  not  enlarge  upon  that;  I  am  here  only  to  extend  to  you 
a  few  words  of  welcome.      But  may  I  say  that  we  have  in  this 
Canada  of  ours  immense  resources;  we  have  a  self-confident 
people  who  are  able  to  rise  to  the  occasion  when  required, 


as  was  amply  demonstrated  during  the  last  few  days  of  the 
response  to  the  National  Service  Loan,  a  response  which  has 
heralded  throughout  the  world  the  strength  of  our  people 
and  of  our  institutions.      But  we  must  find  a  way  of  clear- 
ing up  the  present  difficulty  in  regard  to  the  transporta- 
tion problem.      We  have  a  difficult  situation  so  far  as  the 
railways  are  concerned  -  decreasing  revenues  and  competi- 
tion from  motors  and  from  the  air  -  and  your  business  will 
be  to  find  a  solution  of  this  problem  which  will  be  fair  to 
the  employees  of  the  railways  and  the  holders  of  the  secur- 
ities, both  the  Canadian  National  and  the  Canadian  Pacific, 
and  the  people  generally. 

May  I  express  to  you  my  personal  appreciation,  and 
that  of  the  Government  as  well,  for  your  willingness  to 
undertake  this  great  public  service?      I  believe  all  of  us 
in  our  hearts  are  willing  to  perform  worth  while  public 
service,  and  certainly  you  gentlemen  have  assumed  a  taak 
which  is  of  paramount  importance  to  the  welfare  of  this 
country.       I  feel  sure  that  after  deliberation  you  will  be 
able  to  make  a  report  which  will  carry  the  general  approval 
of  the  people  and  will  help  us  to  deal  in  a  satisfactory  way 
with  the  difficulties  with  which  we  are  now  confronted  in 
connection  with  the  transportation  problem. 

With  these  words,  gentlemen,  I  leave  you  to  the 
tender  mercies  of  the  genial  Chairman  of  the  Commission, 
Mr,  Justice  Duff,  and  I  wish  you  Godspeed  in  the  great  work 
that  you  have  before  you. 

THE  CHAIRMAN:     Sir  George,  the  members  of  the  Com- 
mission, I  think  I  can  safely  say,  are  under  no  illusion  as 
to  either  the  importance  or  the  magnitude  of  the  task  with 
which  the  Government  has  entrusted  us,  and  which  we  have 
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undertaken  to  perform  to  the  best  of  our  ability.      We  shal 
spare  no  effort  to  arrive  at  some  result.,  and  it  only  re- 
mains to  say  that  we  thank  you  for  your  kind  welcoming  word 

It  is  usual,  I  think,  to  open  the  proceedings  of 
the  commission  with  the  reading  of  the  order  in  council, 
but  I  think  we  can  dispense  with  that;  we  are  all  familiar 
with  its  terms.       I  think  we  may  properly  proceed  by  hear- 
ing from  Dr.  Manion. 

HON.  R.  J.  MANION  (Minister  of  Railways);  Mr. 
Chairman,  Your  Lordship  and  Gentlemen:     In  the  absence  of 
the  Right  Honourable  R.  B.  Bennett,  the  Prime  Minister  of 
Canada,  Sir  George  Perley,  the  Acting  Prime  Minister,  has 
just  expressed  to  you  the  welcome  and  best  wishes  of  the 
Government  of  Canada,  and  as  Minister  of  Railways  I  take 
the  liberty  at  this,  your  first  session,  of  endorsing  his 
words;  and  I  do  this  most  sincerely  indeed,  as,  having 
been  Minister  of  Railways  for  well  over  a  year  now,  I  have 
had  opportunity  of  realizing  the  seriousness  of  the  whole 
railway  situation  in  Canada,  and  therefore  appreciate  to 
the  full  the  heavy  task  that  has  been  placed  upon  your 
shoulders  in  requesting  you  to  endeavour  to  work  out  a 
solution  of  this  problem.      That  you  may  evolve  a  solu- 
tion which  will  be  beneficial  not  only  to  the  railway  com- 
panies themselves  but  to  the  people  of  Canada  generally 
will  be  the  sincere  desire  of  every  loyal  and  thoughtful 
Canadian. 

The  suggestion  has  been  made  by  you,  Mr.  Chairman, 
and  other  Commissioners  that  at  the  opening  session  a  brief 
general  summary  of  the  railway  situation  should  be  given  by 
the  Minister  of  Railways,  in  view  of  which  it  may  be  well 
to  outline  the  genesis  of  this  Commission,  and  then  briefly 
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to  lay  before  you  the  facts  and  figures  of  the  situation. 

It  has  been  the  custom  for'  some  years  for  the  house 
of  Commons  to  appoint  at  each  Session  a  "Select  Standing 
Committee  on  Railways  and  Shipping  owned,  operated  and  con- 
trolled by  the  Government",  this  Committee  being  chosen 
from  all  the  parties  in  the  House  of  Commons  in  proportion 
to  their  numbers,  being,  therefore,  representative  of  all 
groups,  opinions  and  parties  in  the  Dominion.      The  duty  of 
this  Select  Standing  Committee  has  been  to  call  before  it 
representatives  of  the  Canadian  National  Railways,  includ- 
ing Sir  Henry  Thornton  and  his  officers,  to  discuss  with 
them  the  whole  railway  situation,  to  consider  the  revenues 
and  expenditures  of  the  Canadian  National  system  for  the 
past  year,  and  to  inform  themselves  so  far  as  possible  on 
the  financial  needs  of  that  system  for  the  coming  year; 
sufficient  sittings  of  the  Committee  being  held  and  all 
the  necessary  officers  being  present  so  that  at  the  con- 
clusion of  the  sessions  of  the  Committee  a  report  might  be 
made  to  the  House,   in  which  report  the  Committee  offers  any 
suggestions  or  conclusions  for  the  consideration  of  Parlia- 
ment . 

According  to  custom,  the  House  of  Commons  at  the 
Session  of  1951  appointed  a  Select  Standing  Committee  on 
Railways  and  Shipping,  composed  of  twenty-two  members, 
which  Committee  held  thirteen  meetings  --  a  greater  number 
than  usual  because  of  the  increased  seriousness  of  the 
whole  railway  situation  in  Canada.      At  the  meeting  of 
that  Committee  held  on  June  25th,  1931,  Sir  Henry  Thornton, 
K.B.E.,  Chairman  of  the  Board  and  President  of  the  Canadian 
National  Railways,  expressed  a  desire  to  make  a  statement 
on  the  general  transportation  situation,  and.  in  doing  so 
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he  suggested: 

"that  the  Government  should  appoint  a 
commission  of  men  who.  because  of  their 
business  standing,  their  knowledge  and 
experience  and  the  confidence  which  the 
public  has  in  them  because  of  those  attri- 
butes,  to  consider  the  transportation 
situation  and  endeavour  to  arrive  at  some 
definite  recommendation." 

And  he  added: 

"That  is  all  I  have  to  say  on  the  sub- 
ject, gentlemen,  but  I  would  again  repeat,, 
perhaps  to  the  point  of  nausea,  but  in 
order  that  it  may  not  be  misunderstood, 
that  in  making  this  suggestion  I  have 
only  at  heart  what  I  believe  to  be  the 
welfare  of  the  country  and  an  earnest 
desire  that  the  policies  of  this  country 
with  respect  to  transp:    ;ation  should  be 
carefully,  exhaustively  and  intelligently 
determined  upon." 

With  that  earnest  desire  for  the  welfare  of  the 

country  everyone  agrees.       That  the  idea  of  a  commission 

impressed  itself  upon  the  Select  Committee  is  evidenced  by 

the  fact  Lhat  in  their  final  and  unanimous  report  to  the 

House  the  following  statement  is  made: 

"Your  Committee  desire  to  call  the 
attention  of  the  House  to  the  proposal 
made  by  Sir  Henry  Thornton  at  one  of  the 
sessions  of  the  Committee.      He  referred 
to  the  serious  position  of  the  transporta- 
tion business  generally  and  recommended 
that  a  commission  be  appointed  for  the 
purpose  of  considering  the  whole  question 
of  Canadian  transportation.       Your  Committee 
regard  such  a  recommendation  coming  from 
such  a  source  at  this  time  as  worthy  of  the 
serious  consideration  of  the  Government." 

The  report  of  the  Committee  was  signed  by  all  of 

its  members  with  the  exception  of  one  who  was  out  of  the 

city0       On  the  submission  of  this  report  to  the  House,  it 

obtained  the  unanimous  support  of  all  parties,  grouos  and 

members;  thus  becoming  practically  an  instruction  from  the 

House  of  Commons  to  the  Government  of  the  day.  Since 

that  time  the  financial  position  of  both  systems  has 
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"become  markedly  worse,  and  public  opinion  throughout  Lbe 
country  has  almost  solidly  endorsed  the  recommendation  of 
Sir  Henry  Thornton  and  the  Select  Standing  Committee  on 
Railways  and  Shipping.       Both  the  friends  of  the  publicly 
owned  Canadian  National  and  the  friends  of  the  privately 
owned  Canadian  Pacific  agree  that  the  appointment  of  such 
a  commission  will  have  the  effect  of  clearing  up  the  situa 
tion  and  perhaps  aiding  materially  in  the  solution  of  this 
very  serious  problem.       The  appointment  of  your  Commission 
is  the  result.      May  I  add  that  the  personnel  of  the 
Commission  has  been  received  with  the  approbation  not  only 
of  the  press  and  people  of  Canada  generally  but  cf  the 
presidents  of  the  two  great  railway  systems. 

It  might  be  asked  why  it  is  necessary  in  this  yea: 
1931  to  appoint  a  commission  to  look  into  the  railway  and 
general  transportation  question  in  Canada.       The  answer  bo 
that  question  is  that  the  appointment  of  such  a  commission 
is  necessary  because  of  the  serious  financial  position  of 
the  two  great  railway  systems  and  its  bearing  upon  the 
whole  financial  structure  of  the  Dominion,       To  elaborate 
that  proposition  it  will  be  necessary  to  go  back  somewhat 
into  the  history  of  railway  construction  and  railway  polic 
in  our  country.       In  doing  so  I  wish  to  assure  the  Commis- 
sion that  in  attempting  the  following  brief  review  every 
effort  will  be  made  to  make  such  review  absolutely  dis- 
passionate and  non-partisan,  as  I  have  no  desire  whatsoev 
either  to  apportion  blame  or  to  offer  criticism  for  what- 
ever lack  of  wisdom  there  msy  seem  to  have  been  in  the 
policies  followed.       Those  policies  were  endorsed  general 
by  the  people  of  Canada  on  various  occasions  after  their 
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adoption. 

At  the  beginning  of  the  present  century  Canada  had 
one  transcontinental  railway        the  Canadian  Pacific  with 
the  Grand  Trunk  Railway  running  through  Eastern  Canada,  and 
the  Canadian  Northern  beginning  to  be  constructed  in  Western 
Canada.       The  country  generally  was  going  ahead  rapidly; 
there  was  a  heavy  influx  of  immigrants  into  our  western 
provinces,  and  there  prevailed  a  spirit  of  over-optimism 
which  unfortunately  inspired  the  railway  policies  which 
followed  --  policies  which  were  primarily  suggested  by  the 
proprietors  of  the  Canadian  Northern  and  the  Grand  Trunk 
Railways.       As  a  result,  two  more  transcontinental  systems 
were  projected         the  Grand  Trunk  Pacific  and  National 
Ir an s continental   in  association  with  the  Grand  Trunk  Rail- 
way, and  the  extension  east  and  west  of  the  Canadian  Northern 
by  the  Mackenzie  and  Mann  interests.      This  led  to  the 
building  of  much  unnecessary  railway  mileage  and  an  unwise 
duplication  and  competition,  which  has  gradually  led    us  to 
the  present  situation,  the  kernel  of  the  whole  matter  being 
that  Canada  has  to-day  a  smaller  population  per  mile  of 
railway  than  that  possessed  by  any  other  country  in  the 

y 

world,  a  condition  which  cuts  down  the  density  of  passenger 
and  freight  traffic  to  a  dangerous  level.       For  example,  the 
population  per  mile  of  railway  in  Great  Britain  is  in  round 
figures  2,000,   in  France,   1,200,  in  Germany  1,700,  in  the 
United  States  500  and  in  Canada  something  under  250.  Add 
to  this  the  competition  of  the  private  automobile,  the  motor 
truck  and  motor  bus,  a  development  of  the  last  25  years, 
and  the  various  causes  of  the  disease  are  not  difficult  to 
understand.      We  are  in  the  midst  cf  a  new  development  in 
road  transport  which  cannot  be  ignored  and  must  be  grappled 
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with.       It  is  complicated  by  corflicting  jurisdiction. 
Primarily  the  highway  question  is  provincial  in  character. 
The  stake  of  the  provinces  is  large.       The  total  funded 
debt  of  the  provinces  incurred  for  highway  purposes  out- 
standing on  December  31st,  1929,  was  almost  ^288,000,000. 
and  that  does  not  take  into  account  minicipal  obligations. 
On  the  other  hand,  the  Dominion  has  jurisdiction  in  extra- 
provincial  railway  matters,  and  it  may  be  necessary  to 
devise  some  measure  of  reflation  and  control  of  road  trans- 
port that  will  be  fair  to  the  railways,  and  not  unfair  to 
the  provinces  or  to  the  provincial  interests  concerned. 
It  is  an  interesting  situation,  a  strange  turning  of  the 
tables,   so  to  speak.      The  development  of  the  railway 
attracted  the  bulk  of  the  transport  business  from  the  his- 
toric Kind's  highway.      Now,  after  a  lapse  of  almost  a 
century,  highway  competition  begins  to  press  upon  the  rail- 
ways.      Will  the  menace  be  met  by  the  railways  returning  in 
part  to  the  highways,  producing  a  combined  and  co-ordinated 
service  that  will  be  amenable  to  control  and  regulation  by 
agreed  authority?      That,  gentlemen,   is  one  aspect  of  the 
transportation  problem  you  are  called  upon  to  consider  and 
in  respect  of  which  your  recommendations  will  be  eagerly 
awaited. 

As  to  the  railways,   it  is  easily  seen  now  thac  the 
part  of  wisdom  early  in  this  century  would  have  been  to 
link  up  the  Grand  Trunk  in  the  east  with  the  Canadian  Nor- 
thern In  the  west,   thus  bringing  into  existence  a  second 
transcontinental  to  compete  with  the  privately  owned 
Canadian  Pacific.      As  usual  it  is  much  more  easy  to  see 
our  past  mistakes  than  to  correct  them.      However,  the 
second  and  third  transcontinental  systems  were  embarked 
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upon,  greater  and  greater  amounts  of  money  and  bond  guar- 
antees being  requested  by  their  sponsors  from  the  Govern- 
ment and  people  of  Canada,  until  finally,  during  the  war, 
when  both  the  second  and  third  transcontinental  systems 
had  been  nearly  completed,  the  heavy  financial  demands  upon 
the  Government  on  account  of  the  war,  and  the  inability  of 
the  Canadian  Northern  and  Grand  Trunk  to  carry  out  their 
obligations,  forced  upon  the  Government  of  that  day  a 
situation  which  was  realized  to  be  very  serious  indeed, 
and  as  a  consequence  the  Drayton-Acworth  Commission  was 
appointed  on  July  13th,  1916,  to  study  the  question. 

At  the  end  of  a  thorough  investigation  by  the  mem- 
bers of  the  Drayton-Acworth  Commission,  a  report  signed  by 
Sir  Henry  Drayton  and  William  (afterwards  Sir  William) 
Acworth  (though  dissented  from  by  the  late  Alfred  H.  Smith, 
the  third  member  cf  the  Commission, )  was  made  to  the  Govern- 
ment on  April  25th,  1917.       In  brief,  their  recommendations 
advised  the  taking  control  by  the  Government  of  the  Grand 
Trunk,  Grand  Trunk  Pacific,  and  Canadian  Northern,  pointing 
out  that  otherwise  these  railways  must  go  into  the  hands 
of  a  receiver,,      They  recommended  that  a  Board  of  Trustees 
of  five  members  be  incorporated  by  act  of  parliament,  to 
which  Board  should  be  transferred  these  three  railways  as 
well  as  the  Intercolonial  and  National  Transcontinental; 
that  the  Board  of  Trustees  "operate  the  whole  group  as 
one  united  system,  on  a  commercial  basis,  under  their  own 
politically  undisturbed  management  on  account  of  and  for 
the  benefit  of  the  people  of  Canada." 

They  advised  that  the  Board  be  self-perpetuating 
and  non-political,  and  they  recommended  that  the  authority 
of  the  Railway  Commission  be  extended  to  this  "Dominion 
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Railway  Company" ,  as  they  called  it.      A  number  of  other 
minox'  recommendations  were  made,  hut  in  a  large  general  way 
these  were  their  important  plans  for  the  solution  of 
Canada's  then  railway  problem  --  a  problem,  by  the  way, 
which  greatly  resembles  that  of  1931,  except  that  in  the 
meantime  many  hundreds  of  millions  more  have  been  advanced 
to  or  guaranteed  for  the  Canadian  National  Railway  by  the 
Government  of  Canada. 

In  a  general  way,  with  some,  perhaps  not  unimportant 
modifications ,   the  recommendations  of  the  majority  report 
were  carried  out  between  1917  and  1923  by  the  different 
Governments  in  power,  the  aim  apparently  being  to  take 
the  fullest  advantage  of  the  Drayton-Acworth  investigation. 
But  in  the  process  of  gradually  adopting  the  recommenda- 
tions —  to  the  extent  to  which  they  were  adopted  other 
changes  were  necessary  which  must  be  mentioned  to  complete 
the  record.- 

In  September,   1917,  legislation  was  assented  to 
authorizing  the  acquisition  of  such  capital  stock  of  the 
Canadian  Northern  Railway  as  had  not  already  passed  into 
Government  hands  in  return  for  financial  aid.      The  arbi- 
trators completed  their  award  in  May,   1918,  and  shortly 
after  the  armistice  the  Canadian  Northern  Board  of  Direc- 
tors was  given  the  management  of  the  Canadian  Government 
lines,   including  ^he  National  Transcontinental  Railway, 
which  had  been  thrown  in  with  the  original  Canadian  Govern- 
ment svstem  in  1915,  when  the  Grand  Trunk  Pacific  failed 
to  lease  it  on  completion  as  had  been  agreed.       In  Decem- 
ber, 1916,  the  Canadian  Northern  Eoard  was  authorized  to 
use  the  collective  and  descriptive  designation  "Canadian 
National  Railways"  for  the  management  and  operation  of 
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all  lines  then  being  administered  by  the  Canadian  Northern 
Board...  At  that  point  the  Canadian  Northern  passed  out  of 
the  picture  as  a  separate  entity. 

There  remained  the  Grand  Trunk  and  the  Grand  Trunk 
Pacific ,  as   bo  both  of  which  negotiations  for  acquisition 
had  been  proceeding  during  1918.       In  March,  1919,  the 
affairs  of  tne  Grand  Trunk  Pacific  were  brought  to  a  head  by 
the  Grand  Trunk  serving  notice  on  the  Government  that  its 
western  offspring  could  not  longer  continue  operations,  and, 
facing  the  possibility  of  a  complete  tie-up  of  the  railway;, 
the  Government  had  no  alternative  but  to  appoint  the  Minis- 
ter of  Railways  receiver,  and  to  carry  on.      This  develop- 
ment took  place  in  the  midst  of  the  negotiations  for  the 
acquisition  of  the  Grand  Trunk  capital  stock,  the  value  of 
which  was  submitted  to  arbitration,  pending  which,  from  May 
of  1920,  the  Government  became  responsible  for  Grand  Trunk 
financing,  and  a  committee  of  management  was  set  up  between 
Canadian  National  and  the  Grand  Trunk  officials  for  a  measur 
of  co-ordination  and  co-operation.       There  was  delay  in 
connection  with  the  arbitration  proceedings,  which  necessi- 
tated still  further  legislation  in  1921,  as  a  result  of 
which  the  direction  and  control  of  the  Grand  Trunk  was 
shifted  from  London  to  Montreal  and  a  Canadian  Grand  Trunk 
Board  was  set  up  under  the  chairmanship  of  Sir  Joseph 
Flavelle,  who  is  with  us  to-day  as  a  distinguished  member 
of  the  present  Commission,      The  arbitration  then  proceeded 
to  a  conclusion,  the  award  being  made  in  September,  1921., 
A  change  of  Government  intervening,   it  was  not  until  October 
1922,  that  the  Canadian  National  Railway  Board  was  reorgan- 
ized following  the  selection  of  Sir  Henry  Thornton  as  Presi- 
dent and  Chairman,  and  the  Grand  Trunk  Canadian  Board  ceased 
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to  exists 

By  these  various  steps,  the  Canadian  Northern,  the 
original  Government  Railways,  the  Grand  Trunk  Pacific  and 
the  Grand  ~runk  were  linked  up  into  one  publicly  owned  and 
operated  system,   to  compete  with  the  privately  owned  and 
operated  Canadian  Pacific,  with  the  hope  that  by  healthy 
competition  between  them  the  people  of  Canada  would  be  wel 
served  from  a  railway  standpoint.      The  publicly  owned 
system  thus  brought  into  being,  having  been  constructed  as 
two  separate  transcontinental  lines,  had  hundreds,  perhaps 
thousands,  of  miles  of  unnecessary  trackage,  much  of  it 
consisting  of  parallel  lines  within  a  stone's  throw  of 
each  other,   serving  the  same  territory,  duplicating  ser- 
vice to  a  soarse  population  which  could  not  give  passenger 
or  freight  traffic  sufficient  for  either  of  the  lines  -- 
a  condition  which  naturally  added  greatly  to  the  cost  of 
maintenance  and  operation. 

The  Board  of  Directors  appointed  on  this  reorganize 
tion  was  not  mads  self -perpetuating  but  was  appointed  from 
time  to  time,   --  business,  agriculture  and  labour  represen- 
tatives, coming  from  the  different  sections  of  the  Domin- 
ion, being  appointed  when  necessary  by  order  in  council, 
as  the  Canadian  National  Railway  Act  of  1919  made  necess- 
ary.     Whether  the  omission  of  the  self -perpetuating  con- 
dition was  unwise  is  a  matter  of  opinion,  but,  due  to 
Canada's  immense  area  and  sparse  population,   and  due  to 
sectional  interests  and  considerations,   it  was  felt  that 
the  Board  of  Directors  must  be  representative  of  all 
Canada,  even  though  this  condition  gave  a  more  limited 
choice  of  Directors,  and  gave  as  well  a  directorate  which 
was  more  difficult  of  convening.      This  was  perhaps  felt 
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to  be  more  than  counterbalanced  by  the  advantage  of 
having  a  directorate  capable  of  expressing  the  vidws  and 
aspirations  of  the  different  sections,  interests,  and  in- 
dustries of  Canada. 

Thus  by  1923  Sir  Henry  Thornton  and  a  unified 
Board  of  Directors  were  in  a  position  to  manage  and  oper- 
ate, free  from  political  interference,  the  entire  National 
system.      Due  to  a  rapid  upward  trend  in  world  conditions, 
in  which  Canada  shared,  business  for  both  railways  seemed 
to  go  well  until  1928,  when  the  combined  gross  operating 
revenues  of  the  Canadian  Pacific  and  the  Canadian  National 
amounted  to  $533,000,000.       In  1930  this  total  decreased 
to  $402,000,000,  and  in  1931  the  prospects  are  that  a 
further  decrease  of  $80,000,000  for  the  two  systmms  will 
oc  cur . 

During  the  five  years  from  1923  until  1928, there 
was  very  strong  competition  between  the  two  systems.  Capi- 
tal expdnditures  were  very  heavy,  luxurious  passenger  ser- 
vices were  instituted,  but  in  spite  of  this  the  Canadian 
Pacific  was  able  to  pay  its  usual  dividends  and  the 
Canadian  National  in  1926  and  1928  had  a  small  surplus 
over  interest  payments  due  on  its  publicly  owned  bonds, 
since  which  date  interest  due  the  public  has  increased  by 
over  fifteen  million.       Perhaps,  as  is  usual  under  such 
circumstancds ,  over-optimism  became  evident  in  railway 
administration,  leading  to  a  competition  which  did  not  . 
lessen  the  difficulties  when  the  world  business  depress- 
ion of  1929  hit  Canada  as  well  as  other  countries.  As 
a  result,   since  1928  the  operating  revenues  have  been 
rapidly  declining,  so  that  the  gross  earnings  of  the 
Canadian  Pacific  and  Canadian  National  combined  will  be, 
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as  outlined  above,  about  $200,000,000  less  in  1931  than 
they  were  in  1928.      Because  of  this,  the  Canadian  Pacific 
has  been  forced  to  decrease  its  dividend  on  common  stock 
from  10  per  cent  to  5  per  cent,  and  the  Canadian  National, 
instead  of  earning  sufficient  to  pay  its  bond  interest,  will 
in  all  probability  in  1931  be  able  to  meet  little,  if  any, 
of  the  $57,000,000  due  to  the  investing  public j  in  addition 
to  which  the  Canadian  National  has  estimated  its  other  re- 
quirements for  the  year  1931  at  around  $60,000,000.  This 
figure  includes  the  requirements  for  the  Eastern  Lines  de- 
ficit, for  the  Maritime  Freight  Rates  Act,  for  new  equipment 
for  branch  lines,  for  the  Toronto  and  Montreal  terminals, 
and  for  one  or  two  smaller  items,  making  a  grand  total  of 
cash  or  guarantees  required  from  the  Federal  Government  in 
1931  of  $118,000,000,   in  round  figures.       This  sum  does  not 
include  interest  due  to  the  Government  on  past  advances  to 
the  Canadian  National  Railways  or  to  various  lines  comprised 
within  the  National  system,   such  interest  amounting  to 
$32,000,000  per  annum.       Nor  does  this  large  requirement 
include  anything  for  expenditures  by  the  Government  upon 
the  Hudson  Bay  Railway  or  the  Prince  Edward  Island  Car 
Ferry,  amounting  to  $7,000,000  for  1931. 

When  it  is  remembered  that  the  total  revenue 
receipts  for  the  Dominion  of  Canada  in  the  pre-war  year 
1913  were  less  than  $169,000,000,  and  when  it  is  also 
remembered  that  in  the  fiscal  year  1931-32  the  interest 
on  our  war  debt  amounts  to  over  $100,000,000,  and  our 
pension  bill  and  other  charges  traceable  to  the  war  amount 
to  some  #75,000,000,   the  serious  effect  upon  the  whole 
financial  structure  of  Canada  of  our  railway  situation  can 
be  easily  realized  and  the  need  for  such  a  commission  as 
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yours  is  not  difficult  to  understand.       This  is  particular- 
ly apparent  when  one  recalls  that,  in  addition  to  the  vast 
financial  assistance  being  granted  by  the  Government  to 
the  Canadian  National,  one  must  also  take  into  considera- 
tion the  financial  position  of  the  Canadian  Pacific  because 
of  its  decreased  earnings,  and  the  effect  upon  the  lending 
public,  particularly  outside  of  Canada,  not  only  of  the 
recent  reduction  in  the  long-established  dividend  of  the 
Canadian  Pacific  but  of  the  possibility,   should  present 
adverse  conditions  continue,  of  the  complete  cancellation 
of  that  dividend.       It  is  thus  not  hard  to  understand  why 
the  friends  of  both  railway  systems  have  been  urging  the 
appointment  of  some  independent  body  to  investigate  and 
report  upon  our  transportation  problem  with  a  view  to 
recommending  some  plan  or  plans  whereby  the  people  of 
Canada  may  be  served  adequately  by  the  railways  and  yet 
whereby  the  financial  structure  of  the  country  may  not 
continue  to  be  endangered. 

I  have  touched  briefly  upon  the  earnings  of  both 
railway  systems.       May  I  in  a  few  words  deal  with  the 
capital  structure . 

The  Canadian  Pacific  has; 

Bonds  outstanding   .  .  .  .  .  „  .......  .  .  .  .  $446,000,000 

Preferred  Stock  ...................  129,000,000 

Ordinary  Stock  ....................     355, 000,000 

Total   .................  $910,000,000 

In  addition  to  which  the  Government  has  con- 
tributed in  early  years  in  cash  and  completed  road  - 

$105,000,000 . 

The  Canadian  National  has; 
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Bonds  due  to  public   .................  $1,288,000,000 

#    Capital  Stock,  Canadian  Northern, 

cost   ........................  10,000,000 

Government  obligations: 

Government  Loans   ..................  604,000,000 

Cost  of  Canadian  Government 

Railways  construction  .......  403,000,000 

Government  Interest  accrued  but 

unpaid  ..................... .  550,000,000 

Total  $2,655,000,000 

(-«-  This  is  carried  in  Canadian  National 
books  at  $270,000,000.) 

Or,   leaving  out  of  account  the  Canadian  National  debt  to 

the  Government  upon  which  no  interest  has  been  paid,  the 

two  railway  systems  have  a  public  investment  of  some 

$2,200,000,000  approximately. 

Canada's  war  and  demobilization  costs  as  given 
in  Public  Accounts  amount  to  $1,695,000,000.       Compare  thi 
figure,  immense  as  it  is,  with  the  total  cost  of  the  Cana- 
dian National  to  the  Dominion  in  cash,  interest  and  guaran 
tees  for  which  the  Federal  treasury  is  responsible,  giving 
a  total  of  $2,655,000,000,  and  the  costs  of  the  war  and 
demobilization  are  found  to  be  not  over  two-thirds  of  the 
cost  of  the  National  Railways .       I  may  say  that  in  regard 
to  the  $2,655,000,000,   there  are  a  few  of  the  bonds  which 
the  Government  has  not  guaranteed   „       indeed  the  figure  of 
$1,288,000,000,  representing  only  the -Canadian  National 
debt  due  the  investing  public  and  upon  which  interest  must 
be  met  annually,   is  not  far  behind  the  cost  of  war  and 
demobilization.       And  if  one  adds  to  the  Canadian  National 
public  debt  the  Canadian  Pacific  figure  of  $910,000,000 
given  above,   a  stupendous  total  is  attained,  demonstrating 
the  burden  of  railway  finance  resting  upon  the  shoulders 
of  the     10,000,000  people  of  Canada. 

A  much  fuller  analysis  of  the  whole  situation 
might  wellbe  made,  but  as  you  will  hear  the  evidence  of 
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Sir  Henry  Thornton  and  Mr.  E .  W.  Beatty,   the  Presidents 
of  the  two  great  railway  systems,  and  as  you  will  have  the 
opportunity  of  studying  thoroughly  the  whole  financial 
structure  of  the  railways  of  Canada  as  outlined  by  the  two 
Presidents  and  their  officers  and  as  contained  in  state- 
ments submitted  to  you  by  my  Department  and  by  the  finan- 
cial officers  of  the  two  railway  systems,   it  would  seem 
unnecessary  for  me  to  fco  more  deeply  into  the  question 
at  this  moment.       I  may  state  most  sincerely  that  the 
Government  has  every  confidence  in  the  ability  of  your 
Commission  to  go  thoroughly  into  the  whole  situation.  We 
feel  that  in  the  appointment  of  this  Commission  we  have 
appointed  men  of  sterling  character  and  outstanding  abili- 
ty.      Lord  Ashfield  and  Mr.  Loree,  coming  fromGreat  Britain 
and  the  United  States  respectively,  may  be  taken  in  a  sense 
to  represent  investors  in  both  those  countries  who  have 
placed  vast  sums  in  the  railways  of  Canada.       In  appoint- 
ing you,  Mr.  Chairman,  and  the  other  Canadians,  we  feel 
that  we  have  chosen  men  who  have  made  their  mark  in  various 
lines  of  endeavour,  and  who  are  well  fitted  to  understand 
the  economic  and  transportation  principles  involved. 

You  will  have  the  assistance  not  only  of  experts 
representing  the  two  great  railway  systems  but  you  are  at 
liberty  to  call  in  experts  independent  of  both.  You 
are  empowered  by  the  Order  in  Council  to  go  as  fully  into 
thd  question  as  you  deem  necessary.       Your  powers  are  as 
wide  and  your  time  as  unlimited  as  may  be  considered  to  be 
required  by  you.       You  have  all  the  powers  under  the  in- 
quiries Act  and  you  have  the  right  to  request  from  the 
Board  of  Railway  Commissioners  of  Canada  or  my  Department 
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or  any  other  Department  of  the  Government  service  any  in- 
formation which  is  necessary  to  assist  you.       The  Government 
is  leaving  to  your  discretion  the  whole  inquiry  and  the 
conduct  of  the  same,  knojyinfej;hat  yOU  will  dealjvith  prin- 
ciples rather  than  with  details,  and  feeling  confident  that 
the  result  of  your  investigation  can  he  of  great  assistance 
not  only  to  the  Government  hut  to  the  two  great  railway 
systems,  and  as  well  to  the  people  of  Canada  generally . 
We  shall  look  forward  with  hope  and  confidence  to  the 
re  suit . 


(Page  24  follows) 
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THE  CHAIRMAN:  We  are  obliged  to  you,   Dr.  Manion, 
for  your  statement.     We  shall  hear  from  Sir  Henry  Thornton 
now.     For  the  purposes  of  this  inquiry  the  hearing  of  Sir 
Henry  Thornton  and  Mr.  Seatty  will  be  private,  and  we  will 
ask  all  those  who  are  not  concerned  with  the  work  of  the 
Commission  to  withdraw.     Sefore  you  proceed  with  your 
statement,  Sir  Henry,  the  Commission  would  like  to  have  a 
short  conference. 

(The  railway  officials  and  others  having  retired, 
the  Commission  conferred. ) 

THE  CHAIRMAN:  We  will  now  ask  Sir  Henry  Thornton 
and  his  officials  to  return. 

SIR  HENRY  THORNTON (President  and  Chairman  of 
Board  of  Directors,   Canadian  National  Railways):  Mr. 
Chairman  and  Gentlemen  of  the  Commission:     Permit  me  very 
briefly  to  say  that  I  find  myself  fully  in  accord  with  the 
words  of  welcome  which  have  been  expressed  by  the  Right 
Hon.  Sir  George  Perley  and  the  Hon.  Doctor  Manion. 

Perhaps  this  would  be  an  appropriate  time  to  give 
you  a  list  of  the  officers  of  the  Canadian  National  Rail- 
ways who  will  accompany  the  party: 

S,  W.  Fairweather,  Director  of  the  Bureau  of 

Economics . 

S.  J0  Hungerford,  Vice  President  of  Operation 

and  Construct  ion. 

Ec  Po  Mallory,  Director  of  the  Bureau  of 

Statistics . 

Jo  Bo  McLaren,  Comptroller. 

C.  D.   Cowie,  Assistant  to  Vice  President  of 

Finance . 

Co   S,   Gzowski,   Chief  Engineer  of  Construction. 
These  gentlemen,   representing  various  departments 
of  the  railway,  will  be  in  a  position  to  supply  quickly 
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statistics  upon  any  subject  with  respect  to  which  you  may 
require  information.      Mr.  Fairweather,  I  may  say,  acts  as 
my  personal  representative;  he  is  familiar  with  my  views  arid 
will  be  in  a  position  to  express  those  views  if  you  wish  to 
have  them.      I  might  also  add  that  at  the  suggestion  of  both 
Mr.  Beatty  and  myself  a  qualified  medical  practitioner ,  Dr. 
Senecal,    will  be  with  you.      I  hope  you  will  not  have  need 
for  his  services,  but  he  will  be  competent  to  deal  with  any 
situation  that  arises  in  connection  with  which  he  could  bo 
of  assistance. 

I  wish  to  say  also  that  as  far  as  the  Canadian 
National  is  concerned,  and  I  am  sure  Mr.  Beatty  feels  the 
same  way  about  it,  we  will  freely  and  frankly  furnish  any 
information  you  want  about  any  subject.      There  is  nothing 
to  conceal;  we  want  to  have  the  information  full  and  com- 
plete . 

Sir  Joseph  Flavelle  asked  for  certain  information,, 
In  addition  to  that  there  has  been  prepared  a  file  of  sta- 
tistical information  bearing  upon  the  whole  question,  a 
copy  of  which  will  now  be  furnished  to  each  member  of  the 
Commission.  I  will  tell  you  briefly  what  is  contained  in 
this  file,  but  the  subject  is  a  large  one  and  difficult  to 
deal  with  in  concise  fashion. 

First  there  is  a  pamphlet  setting  forth  the  sta- 
tistical information  requested  by  Sir  Joseph  Flavelle. 
There  is  on  the  first  sheet  an  index,  and  the  information 
requested  follows.       I  need  not  go  into  detail  with  regard 
to  this  pamphlet;   suffice  it  to  say  it  is  what  Sir  Joesph 
asked  for. 

Secondly,  there  is  a  ramphlet  entitled,  "Condensed 
History  of  the  Canadian  National  Railway  System."      That  is 
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an  epitome  of  the  history  of  the  Canadian  National  Railway 
which  was  embraced  in  Dr.  Manion's  speech*. 

Next  there  is  a  yellow  pamphlet  setting  forth  the 
financial  history  of  the  Canadian  National  Railway  System 
an  intricate  and  difficult  thing  to  follow,  but  the  in- 
formation is  given  in  as  concise  a  fashion  as  possible. 

The  next  pamphlet  is  entitled,  "Receipts  and  Ex- 
penditures, January  1,  1923,  to  December  31,  1930,"  the 
first  date  mentioned  being  the  commencement  of  consolidated 
management.      That  gives  the  financial  performance  of  the 
railway  in  the  matter  of  receipts  and  expenditures  for  the 
period  stated. 

The  next  pamphlet  is  entitled,  "Eastern  Lines, 
Memorandum  re  Accounting."      That  represents  the  financial 
history  and  the  financial  performance  of  what  are  known  as 
the  Eastern  Lines,  being  those  included  in  the  Maritime 
Freight  Rates  Act.      These  accounts  are  kept  separate  from 
the  Canadian  National  Railways. 

Then  there  is  another  yellow  pamphlet  "Incor- 
poration and  General  Information  of  Subsidiary  and  Affil- 
iated Companies,"  brought  up  to  date.      That  includes  the 
history  of  all  the  various  subsidiary  companies  of  the 
Canadian  National  System. 

The  next  pamphlet  --  "System       Income  Statements" 
covers  the  month  of  October,  1931,  and  includes  also, 
separately,  a  summation  for  the  year  1931.      There  is  in- 
cluded the  Twelfth  Annual  Report  of  the  Canadian  Govern- 
ment Merchant  Marine,  the  Annual  Report  of  the  Canadian 
National  Railway  System  for  the  year  ended  December  31, 
1930,  and  the  reports  of  both  the  Canadian  Government 
Merchant  Marine  and  the  Canadian  National  Railway  System 
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for  the  year  1923,  that  being  the  first  year  of  the  consoli- 
dation.     If  any  information  is  required  with  respect  to  the 
reports  of  the  intervening  years,  those  reports  will  be  avail- 
able; Mr.  Fairweather  will  furnish  them. 

Next  there  is  an  analysis  of  operating  results  for 
the  month  of  December  and  calendar  year  1930,  followed  by 
a  similar  analysis  for  the  month  of  October,  1931,  Lastly 
there  is  presented  another  somewhat  technical  document, 
which  is  the  monthly  budget  of  the  Canadian  National  Rail- 
way System  for  October,  1931.      That  is  presented  in  order 
to  show  the  instrument  which  has  been  developed  for  the 
purpose  of  controlling,  by  months,  the  expenses  of  the 
Canadian  National  Railway  System;  I  will  refer  to  that  a 
little  later  on. 

I  wish  to  put  in  another  pamphlet  which  has  no  bear- 
ing on  the  railway  situation  but  which  may  be  of  general 
interest.      It  is  entitled  "Five  Thousand  Facts  about 
Canada,"  and  it  gives  a  lot  of  general  information  which 
you  might  like  to  have.      That,  gentlemen,  includes  all  the 
statistical  information  which  is  presented  at  this  time. 

As  has  already  been  pointed  out,  the  subject  which 
engages  the  attention  of  this  Commission  is  one  not  only  of 
major  importance  to  the  Dominion  but  also  of  great  magni- 
tude.     In  discussing  it  so  far  as  the  Canadian  National 
Railway  System  is  concerned  I  shall  endeavour  to  avoid 
fatigue  but  at  the  same  time  to  give  you  what  might  be 
described  as  some  of  the  high  spots.      If  in  the  course  of 
my  remarks  there  are  questions  which  occur  to  any  of  the 
Commissioners  I  hope  they  will  not  hesitate  to  interrupt 
me,  because  it  is  much  better  to  clear  up  any  points  at 
issue  as  we  go  along  rather  than  run  the  risk  of  oversight. 
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The  Minister  gave  you  a  very  admirable  and  concise 
statement  of  the  transportation  history  of  Canada,  and  to 
that  I  have  very  little  to  add,  except  to  point  out  two 
things:    First,  that  the  transportation  construction  in 
Canada  was  to  a  very  measurable  degree  the  child  of  Confed- 
eration.     As  soon  as  Canada  became  a  confederated  nation, 
the  problem  of  communication  between  far-distant  parts  of 
the  Dominion  was  present,  and  as  a  result  of  that  the  Cana- 
dian Pacific  and  the  Intercolonial  were  constructed  the 
Intercolonial  for  the  purpose  of  connecting  the  Maritimes 
with  Eastern  Canada  and  the  Provinces  of  Quebec  and  Ontario; 
the  Canadian  Pacific  for  the  purpose  of  providing  a  trans- 
portation link  between  the  Pacific  Coast,  the  Prairie  Pro- 
vinces and  Eastern  Canada.        Prior  to  the  construction  of 
the  Canadian  Pacific  Railway,  what  communication  there  was 
had  necessarily  to  be  by  way  of  the  United  States,  that  is, 
into  the  Dakotas  and  the  northern  range  of  states  and  from 
there  on  into  Canada.      It  is  worth  while  noting  also  that 
while  western  expansion  in  the  United  States  proceeded  un- 
interruptedly across  the  Mississippi  Valley  and  to  the 
Rocky  Mountains,  western  development  in  Canada  was  stopped 
by  the  barrier  of  the  peninsula  of  Michigan,  the  Great  Lakes, 
and  what    was  at  that  time  considered  the  barren  waste  north 
of  the  Great  Lakes  --  northern  Ontario,  which,  oddly  enough, 
has  become  an  important  mining  area.      It  was  the  inter- 
vention of  these  physical  aspects  which  retarded  to  a  large 
degree  the  sweep  of  civilization  across  Canada  and  was  the 
cause  of  our  lagging  behind  that  which  occurred  in  the 
United  States. 

When  Confederation  came  about  there  was  practically 
but  one  important  railway  system  in  Canada,  namely  the  Grand 


-  29 


Sir  Henry  Thornton 


Trunk  System,  of  English  origin,  which  largely  served 
Eastern  Canada.      That  Company  was  offered  an  opportunity 
of  providing  a  transportation  link  necessary  to  connect  the 
East  with  the  West;  that  opportunity  they  rejected  and  sub- 
sequently it  was  embraced  by  the  promoters  of  the  Canadian 
Pacific.      I  mention  that  because  it  had  a  certain  reper- 
cussion later  on,  in  that  finally  the  Grand  Trunk  Railway 
System,  awakening  to  the  significance  of  its  lost  oppor- 
tunity, tried  to  retrieve  the  situation  by  construction  of 
the  Grand  Trunk  Pacific.      However,  the  outstanding  fact 
is  that  the  Grand  Trunk  distinctly  missed  the  boat  when  the 
opportunity  presented  itself;  had  they  taken  advantage  of 
it  the  system  might  well  have  become  the  Canadian  Pacific 
System  of  Canada. 

When  this  link  between  the  western  provinces  and 
the  Pacific  coast  to  the  east  was  constructed  by  the  pro- 
moters of  the  Canadian  Pacific  Railway,  they  very  naturally, 
and  for  what  were  perfectly  sou  d  reasons  at  the  time, 
preempted  the  southern  part  of  Canada,  partly  because  that 
was  the  part  of Canada  which  beckoned  most  alluringly  to 
settlement  and  partly  because  at  that  time  it  offered  the 
best  opportunity  for  agricultural  development,  in  that  the 
northern  part  of  Canada  was  at  that  time  considered  not 
only  an  inhospitable  country  from  the  climatic  point  of 
view  but  also  to  be  unproductive  of  wheat.      Now,  Mackenzie 
and  Mann  in  1896  conceived  the  idea  of  building  into  the 
Canadian  Northwest  and  through  to  the  Pacific  Coast  and 
developing  that  part  of  Canada.      The  proposal  was  origin- 
ally received  with  much  doubt  and  considerable  ridicule, 
and  in  a  measure  justifiably  so,  because  at  that  time  there 
was  no  wheat  which  it  was  thought  could  be  successfully 
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grown  in  north-western  Canada.      However,  Dr.  Saunders  con- 
ceived  the  idea  of  an  early  ripening  wheat  particularly  de- 
signed for  production  in  northwestern  Canada.      He  proceeded 
upon  his  quest  and  in  1908  was  successful  in  introducing 
commercially  what  was  known  as  Marquis  wheat.       I  should  say 
that  it  was  Dr.  Saunders  who  really  "built  the  railway  lines 
that  extended  into  the  Northwest  and  who  made  the  Northwest 
what  it  is. 

LORD  ASHFIELD:    Who  is  this  distinguished  gentle- 
man? 

SIR  HENRY  THORNTON:      Dr.  Saunders  was  a  biologist, 
was  he  not? 

MR.  FAIRWEAT HER :      Well,  he  was  Dominion  Agricultur- 
ist. 

SIR  JOSEPH  FLAVELLE:     May  I  answer  that  question? 

SIR  HENRY  THORNTON:     Yes,  Sir  Joseph,  please. 

SIR  JOSEPH  FLAVELLE:     When  the  late  Sir  John 
Macdonald  was  returned  to  power  in  1878  after  five  years  in 
opposition  he  left  out  of  his  cabinet  an  old  colleague, 
John  Carling,  a  brewer  of  London,  Ontario.      John  Car ling 
came  to  him  and  said:     "Sir  John,  you  cannot  let  an  old 
friend  go."      Sir  John  gave  him  the  cabinet  position  which 
presumably  was  the  least  important  Agriculture. 

LORD  ASHFIELD:     It  was  the  first  instance  of  a 
Minister  of  Agriculture? 

SIR  JOSEPH  FLAVELLE:     I  do  not  know  as  to  that, 
but  at  any  rate  Sir  John  thought  he  would  give  to  his  old 
friend  John  Carling  this  position.      In  the  city  of  London. 
Ontario,  there  was  an  apothecary,  as  you  would  ca^l  them 
at  home,  druggist  as  we  call  them  here,  who  had  a  great 
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flair  for  growing  things.      John  Car ling  called  on  him  and 
said;     "Dr.  Saunders,  I  am  called  to  be  Minister  of  Agri^ 
culture.      I  don't  know  a  thing  about  it.      You  know  a  lot; 
I  want  you  to  come  to  Ottawa."      And  so  this  thoughtful, 
capable  chemist  came  to  Ottawa  with  his  family,  and  out  of 
that  incident  came  all  the  experimental  farms  and  the  exper- 
imental work  that  was  carried  on  under  Dr.  Saunders,  the 
father  of  the  Saunders  who  discovered  the  Marquis  wheat. 
This  boy,  having  some  of  the  father's  flair  for  growing 
things,  gave  his  attention  to  the  cross-breeding  of  wheats 
until  he  produced  this  wheat  called  the  Marquis,  from  the 
old  Red  Pyfe,  which  was  developed  in  the  township  of  Otona- 
bee,  adjoining  the  town  in  which  I  was  born  in  this  province 
and  the  original  stock  of  which  had  come  from  Scotland.  So 
it  was  that  this  boy  Saunders,   afterwards  Dr.  Saunders,  pro- 
duced the  type  of  wheat  which  Sir  Henry  very  properly  says 
was  one  of  the  reasons  for  the  building  of  the  railways  and 
the  development  of  the  West;  and  the  whole  thing  arose  out 
of  John  Carling  being  selected  as  Minister  of  Agriculture 
and  his  enlisting  the  services  of  this  brilliant  chemist 
from  the  city  of  London. 

SIR  HENRY  THORNTON :     It  is  an  example  of  how  great 
things  often  turn  on  accidents.    At  any  rate  the  upshot  of 
it  all  is  that  the  Canadian  Northwest  and  Canada  as  a  whole 
owe  a  tremendous  debt  of  gratitude  to  Dr.  Saunders. 

SIR  JOSEPH  FLAVELLE j     He  is  now  in  very  poor  health. 
SIR  HENRY  THORNTON ;     The  moment  Marquis  wheat  became 
a  possibility  commercially,  the  empire  of  the  Northwest  burs, 
into  bloom  and  the  Mackenzie  and  Mann  properties  were  off  to 
a  good  start.       The  Grand  Trunk  Pacific,  awakening  to  its 
lost  opportunities,  realized  what  an  empire  there  was  await- 
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ing  conquest,  and  as  the  result  of  all  of  that,  this 
impetus  was  given  to  the  railway  construction,   some  of 
which  was  wise  and  much  of  it  unwise.      All  of  that  was  ex- 
plained to  you  by  Dr.  Manion,  except  that  I  did  think  it 
worth  while  to  pay  a  tribute  to  Dr.  Saunders  and  mention 
the  significance  of  his  discovery  in  the  development  of  the 
Northwest . 

It  is  of  course  characteristic  of  every  new  country 
to  view  with  an  optimism  born  of  courage  rather  than  in- 
telligence its  potentialities,  and  in  that  respect  Canada 
was  no  exception  and  measurably  followed  in  the  footsteps 
of  what  took  place  west  of  the  Mississippi  River  in  the 
United  States  subsequent  to  the  Civil  War.      A  large  impetus 
was  given  to  railway  construction,  and  again  as  Dr.  Manion 
explained  to  you,  as  a  result  of  the  war  the  two  principal 
western  companies  outside  of  the  Canadian  Pacific,  namely 
the  Grand  Trunk  Pacific  and  the  Canadian  Northern,  found 
themselves  in  financial  difficulties,  and  the  Government 
took  over  that  burden  rather  than  allow  those  properties  to 
go  into  receivership  with  the  consequent  adverse  effect 
upon  the  credit  of  Canada.      Incidentally  it  is  worth  while 
remembering  that  in  the  United  States  following  the  Civil 
War,  if  compound  interest  is  to  be  included,  there  was  an 
attrition  to  capital  through  railway  construction  of  3 
billions  250  millions,  and  a  stepping  down  of  security 
amounting  to  one  billion,  142  millions. 

SIR  JOSEPH  FLAVELLE?    Under  receiverships? 

SIR  HENRY  THORNTON:     In  various  receiverships  — 
bonds  being  reduced  to  preferred  stock,  preferred  stock  to 
common  stock,  and  so  on;  the  actual  loss  in  capital,  if 
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compound  interest  be  included,  was  3  billions,  250  millions. 
Of  course  I  am  referring  to  the  area  west  of  the  Mississippi 
River  -  western  development  in  both  Canada  and  the  United 
States.      The  point  I  want  to  make  is  that  in  every  new 
country  there  is  always  a  precarious  situation  confronting 
railway  construction  for  the  purpose  of  exciting  settlement 
and  development.      Railway  construction  must  be  providdd  if 
a  new  country  is  to  develop  and  progress;  the  only  essent- 
ial thing  is  to  keep  that  construction  within  reasonable 
bounds,  which  are  governed  by  economic  principles  and  the 
application  of  intelligence.      Unfortunately  this  Commiss- 
ion has  arrived  about  thirty  years  too  late.      For  several 
years  railway  construction  became  prevalent,  the  country 
was  bursting  with  courage  and  optimism  and  had  such  a 
Commission  as  this  been  appointed  to    decide  what  the  trans- 
portation construction  policy  of  the  country  would  be,  pro- 
bably several  millions  of  dollars  would  have  been  saved. 
True,  we  would  have  been  denied  your  presence  here  to-day  and 
perhaps  we  are  paying  a  cheap  price . 

In  the  autumn  of  1922,  and  commencing  its  corpor- 
ate history  as  one  unified  organization  on  January  1,  1923, 
there  were  consolidated  the  Canadian  Northern,  the  Inter- 
colonial, the  Transcontinental  Railway  and  the  Grand  Trunk 
Railway  System  under  one  management,  and  at  that  time  I 
took  charge  of  the  properties  as  Ghairman  of  the  Board  and 
President  of  the  Company.       It  is  not  perhaps  inappropriate 
that  I  should  indicate  to  you  the  difficulty  of  the  problem 
which  confronted  those  who  were  charged  with  the  respon- 
sibility of  organizing  these  properties.      We  had  a  railway 
system  right  from  the  Atlantic  to  the  Pacific  consisting  of 
about  22,000  miles  of  line,  serving  a  number  of  different 
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provinces        differing  in  race,  in  religion,  in  sectional 
aspirations,  in  climatic  conditions,  in  all  kinds  of  pro- 
duction.     We  had  a  telegraph  company  with  100,000  miles 
of  wire,  and  an  express  company,  all  of  which  were  serving 
a  rapidly  growing,  optimistic  and  progressive  territory. 

LORD  ASHFIELD :    Were  they  separate  companies? 

SIR  HENRY  THORNTON:     No,  they  are  maintained  as 
separate  corporate  companies  but  they  are  to  all  intents 
and  purposes  under  the  same  administration.      They  have  the 
same  Board  of  Directors  and  the  same  President  but  different 
technical  and  administrative  officers.      They  are,  however, 
integral  parts  of  the  Canadian  National  Railway  System. 

SIR  JOSEPH  FLAVELLE:       I  think  the  question  was 
whether  they  were  originally  an  amalgamation  of  small 
companie  s . 

LORD  ASHFIELD:  Yes. 

SIR  HENRY  THORNTON:     Oh,  they  were,  yes.  The 
railway  properties  which  now  represent  the  Canadian  Nation- 
al acquired  these  various  telegraph  companies  and  miles  of 
wire  as  they  went  along,  and  they  finally  fell  into  the 
whole  lap  of  the  consolidated  Canadian  National  System. 

LORD  ASHFIELD:    And  regarded  as  part  of  the  railway 

system? 

SIR  HENRY  THORNTON:  Yes. 

LORD  ASHFIELD:    And  needed  as  part  of  the  system? 

SIR  HENRY  THORNTON:     Oh  yes,  needed,  and  one  might 
say,  desired. 

LORD  ASHFIELD:     Is  that  your  view,  that  they  are 
needed  as  part  of  the  system? 

SIR  HENRY  THORNTON:    You  must  provide  telegraph 
facilities,  and  they  are  conducted  with  reasonable  profit, 
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just  as  the  Canadian  Pacific  has  its  own  express  company 
and  its  own  telegraph  company.      I  have  no  doubt  that  that 
originally  gave  the  idea  to  those  who  built  our  western 
lines  that  they  could  preempt  for  themselves  the  telegraph 
business  and  express  business  on  their  own  lines. 

LORD  ASHFIELD:  But  originally  they  were  telegraph 
companies?  ~  I  am  referring  only  to  the  telegraphs  at  the 
moment • 

SIR  HENRY  THORNTON :     No;  when  much  of  our  western 
mileage  was  constructed  the  promoters  of  that  mileage  estab- 
lished telegraph  companies  at  the  same  time  and  the  telegraph 
construction  went  hand  in  hand  with  the  construction  of  the 
railways . 

SIR  JOSEPH  FLAVELLE:     We  have,  however,  one  of  the 
children  of  the  Western  Union. 

SIR  HENRY  THORNTON;     I  was  just  going  to  mention 

that  • 

SIR  JOSEPH  FLAVELLE:     Which  was  incorporated  as 
a  private  telegraph  line. 

SIR  HENRY  THORNTON:     We  bought  part  of  the  Western 
Union  mileage,  and  within  the  last  few  years  we  have  acquired 
the  Western  Union  telegraph  interests  in  the  Maritime s;  so 
that  as  it  stands  to-day  all  of  the  telegraph  facilities  on 
the  lines  of  the  Canadian  National  Railway  are  owned  by 
that  Company  through  the  subsidiary  known  as  the  Canadian 
National  Telegraphs. 

LORD  ASHFIELD:       Is  the  telegraph  service  of  the 
Canadian  National  looked  upon  as  a  service  competing  with  the 
telegraph  service  of  the  Canadian  Pacific? 

SIR  HENRY  THORNTON:     Oh  yes,   just  as  the  two  rail- 
ways compete. 
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LORD  ASHFIELD:    There  will  be  an  overlapping  ser- 
vice there  as  well  as  in  transportation? 

SIR  HENRY  THORNTON:     Yes,  there  will  be  overlappin 
wherever  we  come  into  competition. 

LORD  ASHFIELD:    You  seek  business  against  the 
Canadian  Pacific? 

SIR  HENRY  THORNTON:     Yes,  and  vice  versa  —  they  s< 
business  against  us. 

LORD  ASHFIELD:     Of  course  I  was  not  putting  it  in 
any  offensive  sense. 

SIR  HENRY  THORNTON;     I  understand. 
LORD  ASHFIELD:      You  have  duplication  there  as 
well  as  in  transportation. 

SIR  HENRY  THORNTON:     Yes,  and  the  same  applies  to 
the  express  company. 

THE  CHAIRMAN:     Telegraph,  express  and  railway? 

SIR  HENRY  THORNTON:     Yes.      Well,  I  was  explaining 
the  problem  which  confronted  us  — 

LORD  ASHFIELD:     Have  you  a  record  showing  the 
amount  of  money  that  is  invested  in  the  telegraph  system? 

SIR  HENRY  THORNTON:     Oh  yes.       I  doubt  if  you  could 
ask  any  question  which  subsequently  cannot  be  answered  by 
those  who  will  be  with  you  on  the  train.      All  that  infor- 
mation at  any  time  can  be  given. 

There  was  the  problem        to  organize  a  railway 
system  embracing  the  physical  facilities  which  I  have 
described,  employing  one  hundred  thousand  men  and  serving 
a  country  as  varied  and  as  widely  flung  as  Canada-  and 
that  was  a  problem  which  had  to  be  solved  in  sixty  days 
time.      The  effort  which  was  made  to  solve  the  problem 
finds  expression  in  the  Canadian  National  System  as  you 
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havu  it  to-day. 

In  considering  the  problem  of  the  Canadian  National 
there  is  this  important  point  which  was  alluded  to  by  Br. 
Manion  in  his  very  admirable  speech:     The  Canadian  Pacific 
Railway,  and  it  is  much  to  their  credit  that  it  happened  so 
was  built  as  one  integral  railway  system  from  the  Atlantic 
to  the  Pacific,  proceeding  year  by  year  with  laterals  and 
branch  lines,  each  having  some  regard  to  the  property  as  a 
whole,  each  supporting  and  assisting  the  whole.      The  line 3 
representing  the  Canadian  National  Railway  were  practically 
flung  at  the  present  administration  in  one  heap,  and  our 
problem  was  tc  coordinate,  sort  out  'and  provide  efficient 
organization  for  a  number  of  railways  which  had  been  built 
for  the  purpose  of  competing  one  with  the  other,  and  having 
no  relationship  one  to  the  other.      To  the  lay  mind  that 
may  not  appear  much  of  a  problem,  but  to  the  technical  rail- 
way officer  it  represents  a  very  serious  problem  and  a  very 
difficult  one  to  solve. 

W©11,  the  fact  remains  that  the  Canadian  National 
Railway  System,  commencing  on  January  1,  1923,  became  a 
unified  system,  with  such  organization  as  it  could  bring 
into  being,  and  with  active  competition  with  the  Canadian 
Pacific.      Since  that  time  we  have  been  in  active  competi- 
tion with  that  company  and  they  with  us. 

LORD  ASRFISLD:     Is  there  any  other  competition? 

SIR  HENRY  THORNTON:     There  is  water,  and  the  high- 

way«. 

LORD  ASHFIELD:     But  no  railway? 

SIR  HENRY  THORNTON:     Well,  there  in  what  is  known 
as  the  Timiskaming  and  Northern  Ontario  Railway,  owned  by 
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•wn«d  by  the  province  of  Ontario,  extending  from  Toronto 
northwards  now  to  James  Bay.      But  with  much  respect  for 
that  property  I  do  not  think  it  could  be  considered  as  a 
competitor  of  the  two  larger  systems  in  the  sense  that  it  is 
only  a  local  system.      Practically  speaking  you  can  say 
that  to  all  intents  and  purposes  there  are  only  two  railway 
systems  in  Canada,  the  Canadian  Pacific  and  the  Canadian 
National. 

LORD  ASHPIELD:  Do  you  know  how  much  has  been  in- 
vested in  this  particular  third  system? 

SIR  HENRY  THOhiiTON:  We  could  give  you  that;  I  do 
not  happen  to  recall  it  at  the  moment  but  the  information 
is  easily  obtainable. 

LORD  ASHFIELD:     Is  it  substantial? 

SIR  HENRY  THORNTON:     I  should  think  it  was.       I  will 
ask  Mr,  Gzowski  to  indicate  on  the  wall  map  the  course  of 
the  T.  and  N.  0.  Railway. 

MR.  GZOWSKI:     Prom  Toronto  to  North  Bay  you  will 
notice  the  Grand  Trunk  railway  and  als*  the  Canadian 
Pacific.       It  is  from  that  point,  North  Bay,  that  the  T. 
and  N.  0.,  the  Ontario  Government  railway,  proceeds  in  a 
general  northerly  direction  and  now  leads  into  Jamos  Bay. 

LORD  ASHPIELD:    Have  the  provinces  the  right  them- 
selves to  build  railways? 

SIR  HENRY  THORNTON:  Yds. 

LORD  ASHFIELD:     To  raise  money  and  to  build  rail- 
ways? 

SIR  HENRY  THORNTON:  Yes. 

LORD  ASHPIELD:    Within  their  own  borders? 

SIR  HENRY  THORNTON :  Yes. 
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LORD  ASHFIELD:    As  long  as  they  are  not  inter- 
provincial,  they  can  do  that? 

SIR  HENRY  THORNTON;     That  is  right. 

LORD  ASHFIELD:    And  the  Canadian  Government  has  no 
right  to  interfere? 

SIR  HENRY  THORNTON:     Not  within  each  province. 
The  right 8  of  the  province  are  restricted  to  the  boundaries 
of  that  province  and  may  not  be  interfered  with. 

LORD  ASHFIELD:    Within  that  province  they  can 

build? 

SIR  HENRY  THORNTON:  Yes. 

LORD  ASHFIELD:    Couldn't  two  adjacent  provinces 
build  railways  and  then  run  a  through  service? 

MR.  FAIR WE AT HER :     That  is  a  legal  point,  sir. 

SIR  HENRY  THORNTON:     That  is  a  legal  point;     I  do 
not  know.      The  Chairman  can  answer  that  better  than  I. 

THE  CHAIRMAN:     That  would  be  beyond  the  power  of 
the  province;  it  would  not  be  practicable.  Railways 
connecting  two  provinces,  or  railways  extending  beyond  the 
bounds  of  a  province,  are  exclusively  within  the  jurisdic- 
tion of  the  Parliament  of  Canada.      An  attempt  to  produce 
a  system  by  joining  two  provincial  railways  in  the  way  you 
suggest  would  be  bound  to  fail,  because  in;  the  practical 
operation  of  it,  it  would  impinge  upon  the  exclusive 
federal  authority.      I  do  not  think  it  has  ever  been  tried. 

SIR  HENRY  THORNTON:    No,  as  a  matter  of  fact  it 
never  has  been  tried. 

COMMISSIONER  LEMAN:     What  about  the  extension  of 
the  Timiskaming  and  Northern  Ontario  into  the  province  of 
Quebec? 
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MR.  GZOWSKI:    With  regard  to  this  railway  the 
route  of  which  I  pointed,  out  on  the  map,  running  generally 
north  from  North  Bay,  the  line  was  built  at  the  expense 
of  the  Ontario  Government  across  the  border  between  Ontario 
and  Quebec  and  into  the  province  of  Quebec  at  Noranda,  so 
that  there  is  a  small  piece  of  railroad  in  the  province  of 
Quebec  qwned  by  the  Ontario  Government. 

THE  CHAIRMAN:     They  must  have  had  authority 
MR.  GZOWSKI:     I  think  it  was  done  by  mutual  con- 
sent, sir. 

SIR  HENRY  THORNTON:     That  is  the  only  exception. 

THE  CHAIRMAN:     It  must  have  been  treated  as  a 
proprietory  matter  between  the  Governments  of  Ontario  and 
Quebec . 

SIR  HENRY  THORNTON:    As  a  matter  of  fact  the 
Chairman  is  quite  right. 

THE  CHAIRMAN:     I  fancy  they  must  have  had  a 
Dominion  charter. 

SIR  HENRY  THORNTON:     I  do  not  know  how  it  was  done j 
that  is  a  legal  question.      But  to  all  intents  and  purposes 
it  has  never  beentried  except  in  this  negligible  case.  I 
doubt  very  much  whether  it  would  be  practicable  even  to- 
day. 

LORD  ASHPIELD:     My  point  was  this:     you  have  two 
adjacent  provinces,  each  building  its  own  railway  system. 

Can  the  provinces,  having  built  the  two  lines,  then  connect 
them  at  the  border?      Is  it  possible  for  them,  by  arrange- 
ment,    to  project  the  rolling  stock  of  one  province  into 
another? 

THE  CHAIRMAN:     They  cannot  effectively  do  that 
under  the  constitution;  they  would  require  a  federal 
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charter . 

LORD  ASHFIELDf     All  this  Commission  is  considering 
is  the  possible  effect  upon  the  existing  systems  of  the 
exercise  of  the  powers  of  any  province  in  connection  with 
the  construction  or  operation  of  railways  within  that  pro- 
vince . 

SIR  HENRY  THORNTON ;     I  should  think  that  would  be 
a  very  minor  consideration,  because,  as  the  Chairman  said, 
it  has  not  been  done  except  in  one  very  negligible  case. 

THE  CHAIRMAN:     In  point  of  fact  there  are  very  few 
provincial  railways  left. 

SIR  HENRY  THORNTON:     Very  few. 

THE  CHAIRMAN t     There  were  at  one  time  in  British 
Columbia  some  provincial  railways,  publicly  owned. 

SIR  HENRY  THORNTON:     There  is  the  Pacific  Great 
Eastern  in  British  Columbia. 

THE  CHAIRMAN:     In  point  of  law  the  province  has 
jurisdiction  to  authorize  the  construction  and  operation 
of  lines  within  the  limits  of  the  province.       If  those 
lines  connect  with  other  through  lines  a  situation  is 
brought  about  in  which  they  necessarily  become  federal 
in  character.      Such  instances,  however,  are  rare;  one 
has  not  heard  of  any  for  years. 

SIR  HENRY  THORNTON:     There  i s  no  provincial 
railway  construction  to-day. 

COMMISSIONER  LEMAN :     Wasn't  the  Pacific  terminus 
of  the  Canadian  Northern  built  under  a  charter  from  the 
province  of  British  Columbia? 

SIR  HENRY  THORNTON  s     Yes,  that  is  true,  but  it 
was  afterwards  declared  to  be  a  work  for  the  general 
advantage  of  Canada, 
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COMMISSIONER  LEMAN :     But  they  foresaw  some  diffi- 
culty in  obtaining  Dominion  authority  at  that  time  and  took 
provincial  authority  to  go  ahead  and  construct  the  Pacific 
terminus. 

SIR  HENRY  THORNTON:     That  is  true.      The  reason 
they  did  that,  of  course,  was  for  the  purpose  of  getting 
subsidies  and  a  guarantee  of  bonds  from  the  Province  of 
British  Columbia.      The  problem,  I  might  say,  is  more 
academic  than  actual. 

I  was  endeavouring  to  explain  some  of  the  problems 
that  confronted  this  Railway  at  the  time  of  its  amalga- 
mation.     Briefly,   I  might  continue  by  saying  that  we  were 
confronted  with  97  miles  of  wooden  trestle  bridges,  par- 
ticularly in  the  West,  all  of  which  had  been  built  at 
about  the  same  time  end  all  likely  to  require  renewal  at 
the  same  time.      There  were    i5500  miles  of  rails  that 
were  much  too  light  for  the  traffic.       There  were  2,300 
miles  of  line  that  were  ei  tvor  not  ballasted  at  all     or  in- 
adequately ballasted.      There  were  37,962  wooden  box  cars 
which  had  become  obsolete;  by  December,   1930,  that  number 
had  been  reduced  to  4,716.       There  were  26,888  wooden 
freight  cars  with  metal  draft  arm  equipment ,  and  that  had 
been  increased  to  practically  40,000;  and  there  were  632 
locomotives  which  had  become  obsolete  or  inefficient  and 
had  to  be  scrapped.       I  merely  mention  that  because  it  has 
considerable  repercussion  on  our  capital  situation  --  tie 
capital  which  it  was  necessary  to  spend  in  order  to  make 
the  railway  an  effective  transportation  instrument. 

SIR  JOSEPH  FLAVELLE:     May  I  ask  you,  Sir  Henry, 
whether  the  book  value  of  these  obsolete  cars  and  loco- 
motives was  removed  from  the  asset  side  of  the  balance 
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sheet? 

SIR  HENRY  THORNTON :  Yes,  that  was  done . 

SIR  JOSEPH  FLAVELLE:       What  was  done  with  that 

charge?      Was  it  charged  into  operating  or  into  capital? 

SIR  HENRY  THORNTON:  It  was  charged  into  operat- 
ing expense  account. 

LORD  ASHFIELD:     Over  a  period  of  years? 

SIR  HENRY  THORNTON:     I  am  speaking  now  of  the 
period  from  January  1,   1923,  to  December  31  of  last  year. 
There  was  also  a  very  considerable  inefficiency  of  stone 
ballast,  automatic  signals  and  all  of  those  things  which  go 
to  make  up  a  modern  railway. 

I  would  like  to  give  you  some  conception  of  the 
complicated  financial  structure  of  the  Canadian  National 
Railways,  which  adds  very  considerably  to  the  intricacy  of 
its  accounts  and  consequently  to  the  expense  of  its  account- 
ing and  financial  departments.       We  have  on  our  railway 
251  different  bonds  and  mortgages,  with  different  rates  of 
interest,  expiring  at  different  periods,  with  all  sorts  of 
different  clauses  in  them.     One  may  be  a  first  lien  on  the 
railway  for  two  or  three  hundred  miles-  then  we  come  to  a 
second  lien,   and  then  there  will  be  another  sort  of  mort- 
gage;  so  that  the  financial  structure  so  far  as  bonds  and 
mortgages  are  concerned  is  completely  baffling.       There  are 
80  different  issues  of  securities  in  the  hands  of  the  public 
There  are  139  companies  whose  corporate  existence  must  be 
maintained.       We  have  to  prepare  42  different  income  account 
and  90  different  balance  sheets.       As  time  goes  on,  as  in 
the  case  of  every  large  railway  system,  year  by  year  a  cer- 
tain number  of  these  corporations  are  closed  out  and  dis- 
appear; but  that  is  what  we  had  to   start  off  with.  We 
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have  got  rid  of  a  certain  number  of  them  now,  but  this  will 
give  you  some  idoa  of  the  complicated  character  of  the 
financial  structure. 

From  January  1,   1923,  to  December  31,   1930,  there 
has  been  added  to  the  capital  of  the  country  for  expendi- 
tures directly  connected  with  the  railway,  #385,000,000  -~ 
I  am  civing  the  round  figures.       In  addition  to  that,  an 
amount  of  something  like  $42,000,000  has  been  added  on 
account  of  the  acquisition  of  other  properties,   such  as  our 
interest  in  the  Northern  Alberta  Railways,  which  we  bought 
jointly  with  the  Canadian  Pacific,   and  the  Toronto  terminals 
which  we  own  jointly  with  the  Canadian  Pacific.      But  in  so 
far  as  the  Canadian  National  Railway  System  is  concerned, 
the  capital  added  on  account  of  the  railway  itself  and  di- 
rectly connected  with  that  line  is  represented  by  the  sum 
of  #385,000,000. 

In  1922  the  gross  revenue  of  the  Canadian  Nation- 
al Railway  System  was  #235,700,000.       The  expenses  were 
$232,000,000,  and  the  net  revenue  from  railway  operation 
was  |3,620,000 .       In  1930  the  operating  revenues  were 
#243,000,000,   or  roughly  about  $7,600,000  more  than  in 
1922.       The  operating  expenses  were  #222,500,000,  or 
#9,600,000  less  than  in  1922.       The  net  as  a  result  of  this 
in  1930  was  $20,800,000  as  against  $3,600,000  in  1922,  the 
difference  being,  in  round  figures,  $17,300,000.      But  if 
an  adjustment  is  made  for  increased  wages,  prices,  reduced 
freight  rates,  and  also  for  the  effect  of  the  law  of  increas- 
ing returns  on  efficiency,  then  the  comparable  net  revenue 
becomes     in  1930,  in  round  figures,   $25,000,000  as  copared 
with  #3,600,000  in  1922.       That  means  that  the  capital  which 
was  added  to  the  company  must  have  contributed  very  largsly 


I 


-  45  -  Sir  Henry  Thornton 

to  its  efficiency,  because  it  was  fundamentally  the  same 
property;  it  served  the  same  territory;  it  was  officered  by 
substantially  the  same  officers.        Whence  came  the  differ- 
ence?     The  only  explanation  is  that  the  capital  which  was 
added  and  which  represented  the  essential  facilities  con- 
tributed very  materially  to  the  increased  earning  power  of 
the  railway, 

SIR  JOSEPH  FLAVELLE j  According  to  your  figures, 
Sir  Henry,  the  increased  capital  expenditure  to  which  you 
referred,  $385,000,000,  would  represent  a  carrying  charge 
of  $19,000,000  -- 

SIR  HENRY  THORNTON:  $25,000,000. 

SIR  JOSEPH  FLAVELLE:       No  —  the  increased  carry- 
ing charge. 

SIR  HENRY  THORNTON:  Yes. 

SIR  JOSEPH  FLAVELLE:       You  have  an  increased  annual 
charge  by  reason  of  the  increased  capital  expenditure  amount- 
ing to  about  $19,000,000? 

SIR  HENRY  THORNTON:     Yes,  that  is  about  right. 

LORD  ASli FIELD :     You  refer  to  a  net  figure;  what  do 
you  mean  by  a  net  figure? 

SIR  HENRY  THORNTON:     I  said,  the  net  revenue  from 
railway  operation,  meaning  by  that  the  difference  between 
the  gross  revenue  and  expenses. 

LORD  A3HFIELD:     You  are  referring  to  running  ex- 
penses only? 

SIR  HENRY  THORNTON:     I  mean  the  difference  between 
operating  revenues  and  operating  expenses. 

LORD  ASH FIELD :     No  interest  charges? 

SIR  HENRI  THORNTON:     No,  not  including  interest 

charge  s , 
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LORD  ASHFIELD :     That  is  Sir  Joseph's  point,  is 
it  not        that  you  would  have  to  make  provision  for 
#19,000,000  out  of  that  ^25,000,000 

SIR  HENRY  THORNTON:     Of  course  I  am  simply  in- 
dicating the  fact  that  the  machine  from  January  1,  1923, 
to  January  1,   1931,  became  progressively  efficient,  and 
also  going  hack  and  recalling  the  fact  that  there  were 
these  wooden  trestle  bridges,  obsolete  equipment,  obsolete 
locomotives  and  all  that  kind  of  thing  that  had  to  be  cared 
for.       If  there  are  any  questions  you  would  like  to  ask  as 
to  details-- 

SIR  JOSEPH  FLAVELLE:     I  presume,   Sir  Henry,  it 
would  be  fair  to  suggest  that  the  getting  fcid  of  these 
obsolete  cars  and  locomotives  involved  not  only  an  in- 
crease In  the  carrying  charges  but  also  a  further  burden 
represented  by  the  rather  heavy  deficits  that  occurred 
before  the  property  began  to  benefit  from  the  investment 
in  new  equipment. 

SIR  HENRY  THORNTON:     I  suppose  they  commenced  as 
efficient  machines  and  then  gradually  deteriorated  until 
they  got  to  the  point  of  obsolescence.      At  that  time  they 
had  to  be  renewed. 

SIR  JOSEPH  FLAVELLE:      Now   I  mean  that  besides 
the  $19 ,000, 000  of  increased  charges  there  were  substantial 
deficits  that  accumulated  during  the  years  that  the  road 
was  gaining  way  in  the  improved  condition. 

SIR  HENRY  THORNTON:     Very  much  so. 

SIR  JOSEPH  FLAVELLE:     How  did  you  deal  with  those 
deficits  in  your  figures  --  how  did  you  get  the  money  for 
them? 

SIR  HENRY  THORNTON:     That  was  provided  by  the 
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Government . 

SIR  JOSEPH  FLAVELLE:     That  was  borrowed  from  the 
Government  ? 

SIR  HENRY  THORNTON:  Yes. 

SIR  JOSEPH  FLAVELLE :     And  those  deficits  amounted 

to  what? 

MR.  FAIRWEATHER:     $575,000,000,  as  shown  in  the 
profit  and  loss  account. 

THE  CHAIRMAN:     Is  that  during  the  period  you  are 
speaking  of? 

SIR  HENRY  THORNTON:     No,   the  figure  Mr.  Fair- 
weather  has   just  given  represents  a  tota'l  accumulation 
from  the  time  the  Government  took  over  these  properties 
separately. 

SIR  JOSEPH  FLAVELLE:     From  the  time  they  came 
under  Sir  Henry's  administration,  how  much  was  the  in- 
crease in  the  deficit? 

MR.  FAIRWEATHER :     That  is  shown,   sir,  in  the 
information  supplied,  hut  it  would  take  a  little  time  to 
sort  out  the  figures.      We  will  do  that  a  little  later  on. 
SIR  JOSEPH  FLAVELLE:     All  right. 

SIR  HENRY  THORNTON:     I  think  it  would  be  interest- 
ing to  the  Commission  at  this  point  in  my  remarks  to  give 
some  figures  with  respect  to  the  highway  and  motor  verhicle 
transport  bill  in  1929 .       In  that  year  the  people  of 
Canada  paid  out  for  motor  vehicle  transportation  in  this 
country  $ 900,000,000. 

SIR  JOSEPH  FLAVELLE:     Does  that  include  the 
ordinary  passenger  automobile? 

SIR  HENRY  THORNTON:     I  will  give  the  details: 


e 


-  48  -  Sir  Henry  Thornton 

Interest  on  investment  in 

highways   ................  $  39,000,000 

Depreciation  on  highways   .........  15,600,000 

Maintenance  of  highways   .i. .......  70,000,000 

Interest  on  investment  in  motor 

vehicles   ................  35,400,000 

Depreciation  on  motor  vehicles   ..„  141,800,000 
Maintenance  of  motor  vehicles   ....  138,400,000 

Operation  of  motor  vehicles   ......  459,800.000 

Total   ........ |  900,000,000 

That  represents  what  the  people  of  Canada  are 
spending  per  annum  on  highway  traffic,  which  of  course 
comes  directly  in  competition  with  the  railways. 

THE  CHAIRMAN ;     Before  you  proceed  with  that,  Sir 
Henry,  there  is  a  statement  somewhere,   I  suppose,  showing 
the  items  of  capital  expenditure  of  which  that  total  of 
|385,000,000  is  made  up? 

SIR  HENRY  THORNTON:     Oh  yes,  that  is  complete. 
The  approximate  total  investment  in  highways  as  of 
January  l,  1931,  was  $869,000,000,  of  which  over  $300,000,000 
has  been  spent  since  1922.       Those  figures,  I  think,  are 
significant  in  considering  the  relationship  between  highway 
traffic  and  railway  traffic. 

COMMISSIONER  LOREE :    The  last  investigation  that 
we  have  been  able  to  make  in  the  United  States  indicates 
that  the  railway  companies  lose  about  32  per  cent  on  the 
passenger  business,  of  which  29  per  cent  faoes  to  privately 
owned  m»tor  cars  and  about  3  per  cent'- to  the  motor"  bus 
operators*      Have  you  any  figures,  on  that? 

SIR  HENRY  THORNTON;     Curiously  enough,  that 
corresponds  closely  to  our  figures. 

COMMISSIONER  LOREE;     We  have  no  record  of  any 
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motor  bus  company  declaring  a  dividend.       I  was  wondering 
whether  they  operated  at  a  profit  in  Canada. 

SIR  HENRY  THORNTON:     I  should  think  the  experience 
would  "be  the  same  in  both  countries. 

COMMISSIONER  LOREE :     Our  feeling  is  that  the  motor 
hus  competition  will  probably  largely  disappear  in  another 
four  or  five  years. 

SIR  HENRY  THORNTON:     I  do  not  know  rwhet her  that 
will  happen  or  not,  Mr.  Loree.      Unquestionably  some  of 
these  commercial  highway  companies  are  getting  into  a 
precarious  financial  position.      But  the  difficulty  is  that 
they  are  much  like  mushrooms;  one  disappears  only  to  have 
another  spring  up  in  its  place.      They  are  to  a  large  extent 
irresponsible;  they  are  unregulated,   and  they  come  and  go 

pretty  much  as  they  like. 

COMMISSIONER  LOREE:     If  I  might  conclude  that, 
apparently  about  86  per  cent  of  the  motor  trucks  in  the 
States  are  privately  owned,  about  8  per  cent  are  contract 
carriers  and    about  6  per  cent  only  are  common  carriers. 

SIR  HENRY  THORNTON:     Yes,  that  about  corresponds 

with  our  figures. 

SIR  JOSEPH  FLAVELLE :     What  is  the  distinction  be- 
tween contract  and  common  carriers? 

COMMISSIONER  LOREE:  John  Jones  may  own  a  motor 
truck  and  may  contract  with  a  corporation  to  do  his 
trucking  -  that  is  a  private  transaction;  whereas  the 
Smith  Trucking  Company  might  hold  itself  out  as  a  common 
carrier . 

SIR  JOSEPH  FLAVELLE:     Oh  yes. 

SIR  HENRY  THORNTON:     Commencing  in  1922  and  pro- 
ceeding until  the  autumn  of  1929  the  net  earnings  of  both 
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railway  companies,  with  the  exception  of  one  setback, 
showed  progressive  increases,  and  in  1928,   in  so  far  as 
net  operating  revenue  was  concerned,   the  Canadian  National 
Railway  was  the  fourth  largest  railway  earner  on  the  North 
American  continent.       I  employ  the  figures  of  net  revenue 
from  railway  operation  because  a  large  amount  of  our 
capital  structure  was  the  result  of  circumstances  beyond 
the  control  of  the  Government,  beyond  the  control  of  the 
railway  administration;  they  were  sLmply  inherited  pro- 
blems, and  of  necessity  progressive  efficiency  has  to  be 
examined  from  the  point  of  view  of  revenue  from  operation 
rather  than  from  the  point  of  view  of  net  income.  That 
is  to  say,  we  had  handed  over  to  us  certain  liabilities 
which  were  not  to  be  laid  at  the  door  of  the  Government  or 
of  ourselves  but  were  rather  the  result  of  activities  of 
previous  promoters.       It  therefore  seems  perfectly  plain 
that  since  the  consolidation  of  the  Canadian  National 
System  in  its  present  form,   it  and  the  Canadian  Pacific 
proceeded  in  the  habitual  way  of  all  railway  companies  in 
competition  with  each  other:  the  country  progressed  rapid- 
ly in  production  and  in  traffic  increases,  and  it  was  only 
until  the  depression  appeared  in  the  autumn  of  1929  that 
what  was  thought  to  be  a  normal  development  of  things  pre- 
vailed.      Since  that  time  both  railway  companies  have 
measurably  suffered  alike . 

Now,  probably  you  will  ask  yourselves:     To  what 
is  the  condition  of  the  Canadian  National  Railway  System 
due?      It  seems  to  me  it  is  due,  first,  to  the  inherited 
mistakes,  if  one  may  call  them  such,  of  previous  proprie- 
tors;  secondly,   to  capital  expenditures  necessitated  to 
meet  public  demands,   to  continue  the  development  of  the 
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country,   to  make  up  for  deferred  capital  expenditures  in 
years  gone  by,,  and  to  create  an  efficient  transportation 
machine;     thirdly,  the  competition  from  subsidized  water 
transport  and  the  highways,  and  fourthly,   the  freight  rate 
situation.      All  of  these  are  of  course  augmented  by  the 
present  state  of  depression  through  which  we  are  passing, 
and  the  problem  is  largely  one  as  to  how  long  the  depression 
is  going  to  last.       I  think  I  should  be  s:afe  in  saying,  as 
I  intimated  some  little  time  ago,   that  the  depression  may 
be  the  reason  which  has  provoked  this  inve stibation;  but  the 
investigation  might   just  as  well  have  been  made  years  and 
years  ago.       The  depression  is  a  thing  which  simply  aggra- 
vates an  already  existing  condition.       I  merely  mention 
that  because  so  many  people  confuse  the  depression  with 
conditions  which  really  have  fundamentally  existed  for  a 
long  time . 

All  the  points  I  have  mentioned  are  relatively 
simple  of  examination;  but  I  particularly  want  to  bring  to 
your  attention  the  freight  rate  situation.       This  is  not 
only  illuminating  and  interesting,  but  extremely  import- 
ant.      Up  until  1904  freight  rates  in  Eastern  Canada  were 
increased  in  the  winter  time  because  of  the  absence  of 
water  competition  and  lowered  in  the  summer  time  to  meet 
that  competition.       The  spread  was  roughly  about  10  per 
cent.       In  1904  the  Board  of  Railway  Commissioners,  then 
shortly  established,  reduced  the  rates  summer  and  winter  to 
a  basis  somewhat  below  the  summer  scale  previously  existing, 
and  thereby  of  course  abolished  the  difference  between 
winter  and  summer  rates.      When  the  Canadian  west  was 
developed  the  freight  rate  structure  adopted  was  one  with- 
out regard  to  water  competition,  obviously  because  there 
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was  no  water  competition,  and  there  was  therefore  a  decided 
differential  between  eastern  and  western  Canadian  freight 
rates*       The  Board  of  Railway  Commissioners  have  on  several 
occasions  declared  their  intention  to  reduce  this  differ- 
ential wherever  possible,  and  have  done  so  on  numerous 
occasions.      We  have  in  western  Canada  what  is  known  as 
the  mountain  rate  scale.       That  is  a  higher  rate  for  the 
movement  of  traffic  between  the  prairie  provinces  and  the  \ 
Pacific  coast,  and  is  based  on  the  theory  that  it  costs 
more        actually  it  does        to  move  freight  over  the  Rocky 
Mountains  than  to  move  it  on  low  grades.       The  mountain 
scale  was  higher  again  than  the  western  scale,   and  the 
Board  has  adopted  the  same  attitude  with  respect  to  the 
mountain  scale,  namely  that  the  differential  should  be 
removed  wherever  possible.       Originally  the  mountain  scale 
was  approximately  twice  the  western  scale,  and  this  has 
been  successively  reduced  to  one  and  a  half  times  and  one 
and  a  quarter  times,  where  it  now  stand,--. 

Now,  cutting  across  the  whole  western  freight  rate 
structure  is  what  is  known  as  the  Crow's  Nest  rate;  In 
the  early  days  of  the  construction  of  the  Canadian  Pacific, 
in  return  for  certain  substantial  concessions,   that  railway 
agreed  to  certain  fixed  statutory  rates  on  grain  and  grain 
products  moving  eastward  and  on  certain  specified  commodi- 
ties moving  westward.       For  a  time  this  statutory  rate 
governed.       Later  on  competitive  conditions  between  the  old 
Canadian  Northern  and  the  Canadian  Pacific  reduced  the  rate 
below  the  Crowss  Nest  basis  and  for  a  time  it  ceased  to  be 
a  factor.       Plainly  put,  what  happened  was  that  the  Cana- 
dian   Northern  cut  the  freight  rate  beloW  the  0r>5w '* s ;Np s't 
rate  and  was  taking  traffic  away  from  the  Canadian  Pacific,. 
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That  was  of  course  at  a  time  when  -che  Canadian  Northern 
was  under  Mackenzie  and  Mann.       During  the  period  when  the 
costs  due  to  the  war  were  partly  compensated  for  by  increa 
ed  rates  the  Crow's  Nest  rate  was  by  governmental  aotior) 
temporarily  abrogated.       About  1923  the  Crow's  Nest  rate 
basis  was  re-established  for  grain  and  grain  products,  and 
interpretations  of  the  application  of  that  principle  ex- 
tended the  basis  all  over  western  Canada,  although  in  its 
first  instance  it  was  limited  tc  certain  territories  serve 
by  the  Canadian  Pacific;  and  still  later  the  Board  of  Rail 
way  Commissioners  granted  the  same  rate  basis  to  Vancouver 
thereby  disregarding  the  mountain  scale  as  regards  these 
commodities.      Therefore  it  is  evident  that  the  freight 
rate  structure  in  Canada  carries  with  it  the  serious  of fee 
of  water  competition  in  the  east  and  the  brow's  Next 
freight  rates  established  in  the  west. 

Now,  this  is  a  significant  factor  in  connection 
with  the  freight  rate  situation,  and  illustrates  what  an 
important  factor  freight  rates  mudt  of  course  be  in  the 
financial  results  accruing  from  any  railway  performance. 
If  the  grain  and  grain  products  rates  in  Canada,  since 
January  1,  1923,  and  up  to  December  31,  1930,  had  been 
on  the   same  basis  as  the  freight  rates  in  the  United 
States  applying  to  these  commodities,  the  Canadian  Nation- 
al within  that  period  would  have  earned  all  the  interest 
on  its  funded  debt  in  the  hands  of  the  public  and  a  sur- 
plus of  |20,000,000  besides.       It  is  quite  impossible  to 
get  something  for  nothing.       In  short,  the  Canaaian 
National  Railways,  and  to  a  measurable  extent  also  the 
Canadian  Pacific,  have  been  subsidizing  out  of  their  earn- 
ings the  shippers  of  grain  and  grain  products  of  Canada. 
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We  have  been  congratulating  ourselves  in  Canada  that  we 
have  admirable  transportation  services  at  the  lowest  freig 
rates  of  any  civilized  country.       That  may  be   something  ol 
which  to  be  proud;  but  by  the  same  token  and  in  the  next 
breath  we  expect  our  railways  to  continue  performance  at 
impossible  remuneration  as  a  result  of  that  freight  rate 
situation.       In  other  words  the  plain  fact  is  that  it  can- 
not be  had  both  ways.       There  is  no  way  in  which  economica 
freight  rates  can  be  provided  and  transportation  companies 
expected  to  show  a  progressively  improving  financial  pos' » 
tion.       Let  me  make  it  quite  clear  that  this  is  not  an 
argument  in  favour  of  higher  freight  rates;  it  is  a  simple 
statement  of  fact.       It  may  be  economically  sound  that  thi 
country  should  impose  upon  the  railway  companies  iinremuner 
tive  freight  rates.       Of  course  a  large  percentage  of  cur 
agricultural  production  finds  its  source    at  long  distance 
from  the  sea  coast f  their  haul  being  something  like  an 
average  of  1,500  to  2,000  miles  as  compared  with  the  haul 
to  tidewater  in  the  Argentine  of  something  like  300  miles,. 
For  that  reason  it  may  be  economically  sound  that  those 
freight  rates  should  remain.      But  the  poirt  I  am  making 
is  this:     that  I  want  that  situation  recognized,  the  bur- 
den put  where  it  belongs ,  and  the  railways  not  expected  to 
perform  impossible  feabs.       The  public  can  rave  it  in  two 
ways  as  far  as  the  Canadian  National  is  concerned.  They 
can  have     low  freight  rates,  unremunerative  operation  and 
increased  taxes,  or  they  can  have  higher  freight  rates? 
remunerative  operation  and  lower  taxes.      But  it  cannot  be 
done  both  ways. 

SIR  JOSEPH  PLAVELLE :     Will  you  have,  Sir  Henry, 
if  you  please,   in  connection  with  that  report  a  statement 


• 


♦ 


-  55  -  Sir  Henry  Thornton 

of  the  freight  rates  that  you  refer  to  in  the  United  States 
and  the  freight  rates  in  Canada? 

SIR  HENRY  THORNTON:     Yes,  Mr.  Fairweather  has  a 
complete  tabulation  of  that  which  he  will  hand  the  members 
of  the  Commission. 

THE  CHAIRMAN:  Will  you  have  in  more  or  less  detail 
a  memorandum  showing  the  compilation  by  which  you  reach  that 
result  ? 

SIR  HENRY  THORNTON:  Yes. 

COMMISSIONER  LEMAN :     What  is  the  percentage  of 
difference  in  freight  rates  as  between  the  two  countries? 

SIR  HENRY  THORNTON:     Freight  rates  in  Canada  arc, 
I  think,  on  the  average  about  20  per  cent  lower  than  che 
same  freight  rates  imm.ediT.tely  south  in  the  United  States  -- 
is  that  right,  Mr.  Fairweather? 

MR.  FAIRWEATHER:     It  is  even  wider  than  that. 

SIR  HENRY  THORNTON:     What  would  it  be,  roughly? 

MR.  FAIRWEATHER:     Roughly,   sir„  I  should  say  that 
the  Canadian  freight  rate  in  western  Canada  on  grain  and 
grain  products  does  net  average  more  than  50  per  cent  of 
the  freight  rate  for  corresponding  distances  in  the  United 
State  s • 

SIR  HENRY  THORNTON:    That  is  the  answer  to  that. 

SIR  JOSEPH  FLAVELLE:     Is  there  any  parallel  to 
these  rates  anywhere  else  in  the  world? 

MR  o  FAIRWEATHER :     To  the  low  rates,  sir? 

SIR  JOSEPH  FLAVELLE:  Yes, 
MR.  FAIRWEATHER;    .No  sir. 

SIR  JOSEPH  FLAVELLE:     These  are  the  lowest  rates? 
MR.  FAIRWEATHER:  Absolutely. 

SIR  HENRY  THORNTON:     Canada  has  the  lowest  known 
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freight  rates  of  any  country  in  the  world, 

SIR  JOSEPH  FLAVELLE :     What  you  say.  Sir  Henry,  I 
take  it,  is  that,  if   the  policy  of  the  country  is  to  make 
these  rates  low  for  the  purpose  of  satisfying  those  who 
have  to  ship  the  grain,  instead  of  being  a  charge  against 
the  railway  it  becomes  a  charge  against  the  public  exche- 
quer? 

SIR  HENRY  THORNTON :     The  money  has  to  come  from 
somewhere,  or  the  railways  become  insolvent,  that  is  all. 

SIR  JOSEPH  FLAVELLE:     If  Parliament  found  the 
charge  to  operate  in  that  way,  the  question  for  Parliament 
to  decide  would  be  whether  the  country  could  afford  it 
rather  than  whether  the  railway  could  afford  it? 

SIR  HENRY  THORNTON;     Precisely.       Of  course  you 
always  have  to  take  into  consideration  the  effect  of  the 
law  of  increasing  returns.      We  know  Perfectly  well  that  as 
the  volume  of  traffic  increases,  often  the  rate  may  be  low- 
ered and  still  higher  remuneration  achieved^  but  all  these 
are  susceptible  of  economic  calculation.        Let  me  repeats 
I  do  not  want  to  be  regarded  as  attacking  the  freight  rate 
structure  in  Canada j  I  am  simply  putting  before  this  Com- 
mission what  I  believe  to  be  a  very  serious  factor,  a  fac- 
tor of  the  first  magnitude,  in  the  consideration  of  the 
transportation  problem,       I  only  wish  that  the  understanding 
of  it  be  clear  and  that  the  burden  be  placed  where  it  be- 
longs; in  other  words,  that  the  railways  feel  they  should 
not  be  asked  to  perform  utterly  impossible  feats. 

LORD  ASHFIELD ;     I  understand  you  to  say,  Sir 
Henry,  that  the  wheat  grower  in  Canada  has  a  fifty  per 
cent  advantage  over  the  wheat  grower  in  the  United  States 
in  respect  of  the  price  he  charges  for  his  wheat 
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SIR  HENRY  THORNTON:     No,  in  the  matter  of  trans- 
portation charge. 

LORD  ASHFIELD:     In  other  words,  the  Canadian 
Government  is  subsidizing  the  wheat  grower  to  the  extent  of 
fifty  per  cent  in  respect  of  grain  shipped     from  Canada  to 
European  ports  as  compared  with  the  condition  in  the  United 
States,  based  solely  on  transportation  charges. 

SIR  HENRY  THORNTON:     That  is  true,       It  is  a  very 
interesting,   indeed  a  startling  fact.       Of  course  I  am 
only  talking  about  the  head  of  the  lakes,  because  at  the 
head  of  the  lakes  water  transportation  intervenes. 

THE  CHAIRMAN :     I  thought  you  qualified  that  by 
speaking  of  western  rates. 

SIR  HENRY  THOttTC:!:     I  am  speaking  of  western  rates. 

THE  CHAIRMAN:     I  think  it  might  be  useful,  and 
perhaps  Mr.  Loree  would  find  it  interesting,  if  we  could 
hear  a  little  more  about  the  Crow's  Nest  rate.  Perhaps 
you  can  explain  in  a  few  "vords  precisely  what  that  means, 
and  bring  out  clearly  at  the  same  time  the  territory  to 
which  it  applies. 

SIR  HENRY  THORNTON  ;    Mr.  Gzowski,  will  you  point 
out  on  the  map  the  territory  to  which  the  Crow's  Nest  rate 
applie  s  ? 

MR.  GZOWSKI s     This  is  what  Sir  Henry  refers  to  as 
the  head  of  the  lakes  —  Fort  William  and  Port  Arthur. 
The  comparable  situation  in  the  United  States  is  Duluth. 
When  the  Crow's  Nest  Pass  railway  was  built  by  che  Cana- 
dian Pacific,  in  return  for  certain  subsidies  given  by  the 
Government  the  lower  rates  now  known  as  the  Crow's  Nest 
rates  were  agreed  upon,  and  they  apply  so  far  as  grain  is 
concerned  from  any  point  on  -che  main  line  of  the  Canadian 


« 


• 


-  58  -  Sir  Henry  Thornton 

Pacific  through  to  the  head  of  the  lakes. 

THE  CHAIRMAN :     Would  you  put  it  a  little  more 
categorically?      The  Canadian  Pacific  built  what  was  known 
&s  the  Crow's  Nest  line? 

MR.  GZOWSKI:  Yes, 

THE  CHAIRMAN:     They  received  subsidies  in  connec- 
tion with  the  building  of  that  line? 

SIR  HENRY  THORNTON:  Yes. 

THE  CHAIRMAN:     And  as  a  consideration  for  that  sub- 
sidy they  entered  into  an  undertaking  which  was  made  statu- 
tory with  respect  to  the  rates.       Just  explain  how  the  rates 
would  operate  in  relation  to  shipments  from  certain  points 
on  the  Canadian  Pacific  to  Fort  William  and  Port  Arthur, 

MR.  GZOWSKI :     This  is  the  main  line  over  which  it 
was  to  apply. 

THE  CHAIRMAN:     There  was  a  fixed  reduction  in  the 
existing  rates? 

SIR  HENRY  THORNTON:     A  fixed  reduction. 

THE  CHAIRMAN:     Of  10  per  cent,  was  it  not? 

MR.  FAIRWEATHER :     I  believe  it  was  10  per  cent. 

THE  CHAIRMAN:     A  fixed  reduction  of  10  per  cent  in 
the  existing  rates  on  all  shipments  easterly  from  any  points 
on  the  Canadian  Pacific  —  it  extended  westerly  only  to  the 
Rockies,  I  think, 

SIR  HENRY  THORNTON:     That  is  all. 

THE  CHAIRMAN;     And  easterly  lo  Fort  William  and 
Port  Arthur. 

SIR  JOSEPH  FLAVELLE :     What  was  the  extreme  easterly 
point  at  which  the  Crow's  Nest  rates  became  applicable? 

THE  CHAIRMAN:     Fort  William  and  Port  Arthur. 
MR „  GZOWSKI:     Fort  William. 
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SIR  HENRY  THORNTON:     What  was  the  westerly  point? 
MR.  GZOWSKI:     I  think  Calgary  was  the  point  named. 
THE  CHAIRMAN:     Oh  no;  all  points  west  of  Port  William 
and  Port  Arthur. 

SIR  JOSEPH  FLAVELLE •     I  think  not,   sir.       It  applied 
at  first  to  a  certain  restricted  area,  but  afterwards  was 
made  to  carry  all  the  way  through. 

SIR  HENRY  THORNTON:     Sir  Joseph  is  substantially 
correct.      To  answer  the  Chairman's  question,  from  the  head 
of  t#e  lakes  westerly  on  the  Canadian  Pacific  these  Crow's 
Nest  rates  were  applied  in  view  of  certain  substantial  con- 
cessions given  by  the  (b-vernment  to  the  Canadian  Pacific. 
I  am  not  criticising  the  bargain;  it  may  have  been  a  perfect- 
ly good  one.       I  am  merely  giving  you  the  transportation 
effect . 

THE  CHAIRMAN :     That  Involved  a  fixed  reduction  of 
10  per  cent,  and  later  on  legislation  was  passed  which  made 
that  rate  applicable  to  shipments  from  all  points  east  of 
the  Rockies  to  Port  Arthur  and  Fort  William. 

SIR  HENRY  THORNTON ;     That  is  shortly  the  story. 

LORD  ASHFIELD :  The  effect  of  this  bargain  was  to 
put  the  grain  growers  in  Canada  on  a  parity  with  the  grain 
growers  in  the  United  States9 

SIR  HENRY  THORNTON  5     Nc        oh  no. 

LORD  ASHFIELD ;     What  was  the  purpose  of  it? 

SIR  HENRY  THORNTON:     The  object  of  the  bargain  was 
this:     the  Canadian  Pacific  Railway  wanted  certain  concess- 
ions from  the  Government  of  Canada,  and  the  Government  of 
Canada  exacted  that  reduction  in  freight  rates  in  return  for 
the  concessions  given.       The  American  farmer  or  grain  pro- 
ducer did  not  enter  into  it  at  all.       It  was  purely  a  bit 
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of  horse  trading,  no  doubt  justifiable,  between  the  Cana- 
dian Pacific  and  the  Government  of  the  day. 

LORD  ASEfllELD:     Then  perhaps  we  may  take  it  a 
stage  further  so  as  to  get  it  clear.      Let  us  assume  that 
that  was  the  bargain;  it  was  a  concession  wrested  from  the 
Canadian  Pacific  for  some  consideration. 

SIR  HENRY  THORNTON :     I  do  not  know  that  it  was 
wrested;  it  was  probably  a  mutually  satisfactory  bargain, 
agreed  to  by  both  sides;  but  Mir.  Beatty  will  be  much  better 
able  to  explain  that  than  I.       I  am  merely  giving  you  the 
effect  of  that  situation  and  its  repercussion  on  western 
freight  rates,  with  respect  to  which  we  have  of  course  a 
large  interest . 

THE  CHAIRMAN:     The  Secretary  reminds  me  that  the 
concession  was  a  subsidy  of  $3, 400, 000  in  connection  with 
;:he  building  of  the  Crow's  Nest  Pass  railway.       There  was 
this  flat  reduction  cf  10  per  cent  under  the  agreement  then 
made;  and  subsequently  there  was  legislation  which  brought 
all  the  rates  throughout  that  whole  territory  on  grain  mov- 
ing eastward  to  Fort  William  and  Port  Arthur  on  a  parity 
with  the  Canadian  Pacific,, 

SIR  HENRY  THORNTON:     That  as  it. 

LORD  ASHFIELD:     I  gather  from  what  has  been  said 
that  If  you  compare  the  freight  rates  in  effect  on  Cana- 
dian railways  --  I  am  not  distinguishing  between  the 
Canadian  Pacific  and  the  Canadian  National        with  those 
in  effect  on  the  railways  in  the  Unitwd  States,  you  It^Ind 
that  by  virtue  of  the  lower  rates  arising  out  of  this  bar- 
gain or  agreement  there     is  a  burden  put  upon  the  Cana- 
dian railways  which  does  not  exist  in  respect  of  the  rail- 
ways of  the  United  States? 
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SIR  HENRY  THORNTON:     That  is   substantially  a 
correct  statement  of  the  situation. 

SIR  JOSEPH  FLAVELLE:     When  you  say  that  the  differ- 
ence is  50  per  cent,  are  you  comparing  American  grain  rates 
to  Duluth  with  Canadian  grain  rates  to  Port  William? 

MR.  FAIRWEATHER:     I  should  say  in  reply  to  that, 
Sir  Joseph,  that  the  comparison  would  applyto  export 
grain  no  matter  by  what  port  it  is  exported.      United  States 
grain  finds  its  way  to  the  markets  of  the  world  through  the 
port  of  Seattle  or  the  ports  of  the  Gulf  of  Mexico,   or  New 
York,  and  the  freight  rates  to  which  I  refer  are  the  freight 
rates  to  those  ports  for  comparable  distances  in  the  United 
States  as  compared  with  the  freight  rates  in  Canada,  either 
to  Vancouver,  which  is  our  Pacific  port,  or  to  the  head  of 
the  lakes,  corresponding  to  Duluth  or  Chicago  in  the  case 
of  the  United  States,  from  which  point  the  grain  moves 
down  by  water  to  the  lower  lake  ports  and  then  is  carried 
competitively  by  the  railways  either  to  New  York  or  Montreal. 
Is  that  clear,  sir? 

SIR  JOSEPH  FLAVELLE:     Not  wholly,  Mr.  Fairweather. 

While  I  know  there  is  a  substantial  difference  against  the 
Canadian,  I  am  disturbed  a  little  by  the  statement  that  it 
is  50  per  cent  or  anything  approaching  it . 

MR.  FAIRWEATHER  %     I  can  support  that  statement. 

SIR  HENRY  THORNTON:  That  can  be  supported  by 
actual  figures,  Sir  Joseph= 

SIR  JOSEPH  FLAVELLE:     I  think  you  have  difficulty 
as  to  stopping  any  place  short  of  the  port  of  departure. 
What  is  the  difference  for  the  United  States  shipper  who 
uses  the  Canadian  waterway  through  to  Montreal? 

MR.  FAIRWEATHER :     Well,  Sir  Joseph,   suppose  a  man 
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in  the  Dakotas  ships  grain  for  export  to  Duluth.  The 
Canadian  competitive  farmer  would,  ship  his  grain  to  Fort 
William.    At  that  point  the  grain  would  be  transshipped  to 
a  water  carrier  and  would  be  moved  down  the  lakes  at  purely 
competitive  rates,  fixed  from  day  to  day  as  competitive  con- 
ditions might  set;  and  the  grain  might  move  in  several  ways 
from  that  point.      It  might  move  all  water  to  Montreal,  in 
which  case  it  would  be  transshipped  at  Port  Colborne  to  get 
around  Niagara  Falls;  or  it  might  move  by  barge  canal  to 
New  York        an  all  water  movement;  or  it  might  move  to  a 
Georgian  Bay  port,  where  it  would  be  transshipped  to  a  rail- 
way, either  Canadian  National  or  Canadian  Pacific,  and  trans- 
ported to  Montreal;  or  it  might  move  from  Buffalo  to  either 
New  York  or  Baltimore  or  Philadelphia,      So  once  it  reaches 
these  concentration  points  at  the  head  of  the  lakes  the  grain 
is  on  an  equality;  it  can  go  anywhere,  and  the  rates  are  the 
same  no  matter  which  way  it  may  go.       If  the  grain  is  under 
bonding  arrangements  between  the  two  countries,  Canadian 
grain  can  move  through  United  States  ports  or  United  States 
grain  can  move  through  Canadian  ports,  and  they  are  on  an 
equality  from  that  point.      The  differential  lies  in  the 
freight  rate  west  of  the  Great  Lakes,  and  it  is  that  differ- 
ential to  which  we  refer. 

SIR  JOSEPH  FLAVELLE:     I  see. 

COMMISSIONER  LEMAN ;     Would  you  say  that  with 
respect  to  the  rate  on  grain  and  grain  products  from  the 
Dakotas  to  Duluth  or  from  a  point   in  Manitoba  say  from  the 
boundary  line  between  Saskatchewan  and  Manitoba  to  Fort 
William  there  would  be  a  50  per  cent  difference? 

MR.  FAIRWEATHER ;     The  Canadian  rate  is  approximate- 
ly 50  per  cent  of  the  United  States  rate. 
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LORD  ASHFIELD:     Is  it  physically  possible  or 
practicable  for  the  grain  grower  in  the  United  States  near 
the  Canadian  border  to  take  advantage  of  this  50  per  cent 
differential? 

MR.  FAIRWEATHER:     It  would  be  extremely  difficult, 
because  he  would  be  up  against  the  customs  regulations. 

SIR  HENRY  THORNTON :     It  has  not  worked  that  way, 
at  any  rate. 

THE  CHAIRMAN:     There  might  be  some  difficulty. 

COMMI SSIONER  LOREE :     I  judge  that  the  Canadian 
Pacific  and  its  competitors  in  this  situation  occupy  quite 
different  positions,  the  Canadian  Pacific  having  received 
from  the  Government  an  income  producing  subsidy  and  the 
other  roads  not  having  received  any  such  assistance. 

MR.  FAIRWEATHER:  Yes. 

COMMISSIONER  LOREE:     Does  the  revenue  of  the 
Canadian  Pacific  from  its  subsidy  compensate  it    "or  more 
than  compensate  it  for  the  reduction  in  the  rates  as  com- 
pared with  the  Grand  Trunk? 

SIR  HENRY  THORNTON:     I  do  not  know,  Mr.  Loree, 
whether  that  question  can  be  categorically  answered  or  rot. 
Could  you  make  a  stab  at  that,  Mr.  Fairweather? 

MR.  FAIRWEATHER:     I  might  say  this,   sir:  that 
the  specific  subsidy  received  for  the  Crow's  Nest  rate 
concession,  viewed  by  itself,  certainly  was  an  excessively 
bad  bargain;  because  It  is  quite  obvious  that  the  interest 
on  |3,00C?000  would  not  compensate  for  such  a  drastic 
reduction  in  rate  structure,  which,  although  in  its  in- 
ception was  confined  to  local  territory,  has  since  by 
the  principle  of  removing  discrimination  been  spread  all 
over  the  map  of  western  Canada.      But  if  you  view  the 
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situation  from  a  wider  angle  and  regard  all  the  subsidies 
which  the  Canadian  Pacific  Railway  at  any  time  received,  I 
should  say  the  answer  to  your  question  is  decidedly  yes; 
that  they  can  well  afford,  in  view  of  the  subsidies  which 
they  have  received,  to  stand  a  freight  rate  reduction  which 
is  fatal  to  a  company  which  did  not  receive  such  substantial 
cash  aid. 

SIR  HENRY  THORNTON:     I  think  it  is  only  fair  to 
Mr.  Beatty  to  say  that  two  competing  railways  cannot  main- 
tain different  freight  rate  structures. 

COMMISSIONER  LOREE :     Quite  right. 

SIR  HENRY  THORNTON:    And  the  result  is  that  the 
one  railway  must  accept  what  happens  to  be  the  lowest  rate. 
There  is  no  escape  from  that. 

SIR  JOSEPH  FLAVELLE:     Have  you  ever  attempted  to 
estimate  the  subsidies  to  the  Canadian  Northern  system,  in 
cash,  guarantees  and  land  grants,  as  compared  with  the 
Canadian  Pacific? 

SIR  HENRY  THORNTON:     If  your  Commission  desire  to 
go  into  that,  we  can  give  you  complete  statistics. 

SIR  JOSEPH  FLAVELLE:     You  inherit  whatever  advant- 
ages or  disadvantages  there  are? 

SLR  HENRY  THORNTON:  Certainly. 

SIR  JOSEPH  FLAVELLE:     With  regard  to  the  granting 
of  subsidies  to  Canadian  railways,  is  there  any  parallel 

for  such  assistance  in  the  United  States,  or  did  they  build 
their  railways  there  without  assistance? 

COMMISSIONER  LOREE:     Almost  all  the  transcontinen- 
tal roads  in  the  United  States  received  subsidies  in  the 
form  of  land  grants,      They  were  given  alternate  sections 
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of  land  on  either  side  of  the  road  for  a  distance  of  ten 
miles,  and  the  land  grants  carried  with  them  a  provision 
that  the  rates  on  the  transportation  of  United  States  troops 
should  be  one-half  the  rate  for  ordinary  passenger  service, 
and  that  the  rates  on  the  shipment  of  goods  should  he  sub- 
stantially reduced.      These  railroads  claim  that  in  the 
reduced  rates  they  have  already  paid  back  to  the  Government 
the  entire  subsidy  received  and  that  they  are  now  repaying 
it  every  twenty-five  years. 

SIR  JOSEPH  FLAVELLE :     If  the  rate  structure  in  the 
United  States  even  under  these  circumstances  is  such  as  to 
make  the  differential  50  per  cent  --  I  would  expect  that 
wouIg  oe  lower  when  you  go  into  the  details  --  then  of  cours 
it  is  a  matter  of  very  great  importance  as  to  the  earning 
power  of  the  Canadian  railways. 

SIR  HENRY  THORNTON:  Well,  to  elucidate  one  point, 
any  statement  that  I  have  made  or  that  Mr.  Fairweather  will 
make  we  are  satisfied  can  be  proved  by  figures. 

SIR  JOSEPH  FLAVELLE :     I  am  not  questioning  that. 

SIR  HENRY  THORNTON:     I  do  not  mean  that  you  are 
questioning  it,  but  it  is  an  amazing  thing  and  it  may  be 
difficult  for  you  just  to  take  the  bald  fact.      The  state- 
ment j  however,  is  based  on  actual  figures. 

SIR  JOSEPH  FLAVELLE:     About  what  is  the  carrying 
charge  per  bushel  from1'  Oalgary  say  through  to  Fort 
William? 

MR,  FAIRWEATHER-     I  could  not  answer  that  offhand, 

sir  * 

MR.  MALLORY:     Twenty-six  cents  a  hundred  pounds 
--  15  cents  a  bushel. 

SIR  JOSEPH  FLAVELLE:     Is  that  the  highest  rate 
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for  the  wheat  growing  sections? 

MR.  MALL ORY:     That  is  the  maximum.     That  applies 
from  Calgary  and  Edmonton  east. 

SIR  JOSEPH  FLAVELLE:    And  then  you  commence  to 
ease  it  off  as  you  come  further  east? 

MR.  MALLORY:     Twenty-four  from  Saskatoon,  and  30 

on . 

SIR  JOSEPH  FLAVELLE:  That  is  a  little  over  15  cents 
a  bushel,  and  for  the  same  services  our  friends  in  the 
United  States  would  pay  22-g-  cents  a  bushel. 

MR.  MALLORY:     I  have  not  the  details  of  that. 

THE  CHAIRMAN:    Are  the  mileages  such  as  you  can 
compare  them  with  those  on  the  American  side? 

MR.  PAIR WEATHER :     Oh  yes,  I  would  say  they  are. 
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COMMISSIONER  LOREE:  This  question  has  "been  very 
much  to  the  fore  on  the  American  side.     I  am  not  familiar 
with  it  except  in  a  general  way,  but  I  recall  the  state- 
ment made  in  that  respect.     In  the  first  place,  the 
railways  in  the  United  States  complain  of  the  increased 
taxation.     Since  1900  the  capital  charge  for  road  and 
equipment  has  increased  148  percent,  and  the  taxes 
806  percent.     That  has  been  a  very  heavy  burden  to  carry. 
The  general  claim  of  the  railroads  in  the  Northwestern 
States  in  proceedings  before  the  Interstate  Commerce 
Commission  —  I  do  not  know  whether  or  not  it  is  based  on 
facts;  I  have  no  personal  knowledge  --  is  that  if  their 
taxes  were  on  a  parity  with  the  taxes  in  Canada  and  if 
they  were  receiving  the  benefits  of  the  same  subsidies 
as  the  Canadian  Pacific  Railway  receive,   they  could 
afford  to  carry  grain  to  Duluth  for  nothing.     Of  course, 
that  may  be  an  exaggerated  statement. 

SIR  HENRY  THORNTON:  There  is  an  answer  to  that, 
in  fact  several  answers.     One  of  them  is  that  if  we  could 
get  our  fuel  as  cheaply  as  they  do  in  the  United  States, 
we  too  would  be  in  an  advantageous  position.    All  of 
these  things  can  be  answered.     Just  let  me  add  this.  No 
doubt  you  will  want  to  go  much  further  in  the  matter  of 
this  freight  rate  situation,  and  all  these  statistics 
will  be  available  and  any  questions  you  may  wish  to  ask 
can  be  answered.     But  please  understand  the  thing  on 
which  I  want  to  lay  particular  emphasis.     I  am  not  taking 
the  economics  of  the  freight  rate  situation.  What  I  said 
before  and  repeat  again  almost  to  the  point  of  nausea 
is  that  I  am  simply  explaining  a  situation  --  it  may  be 
necessarily  an  economic  situation        in  order  that  this 
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Commission  may  have  appreciation  of  it  and.  that  the 
burden  may  be  properly  allocated  and  explained . 

SIR  JOSEPH  FLAVELLE:     Your  report  as  you  have  been 
reading  it  will  be  available  for  all  the  members  of  the 
Commission  in  order  that  they  may  refresh  their  memories 
on  different  points? 

SIR  HENRY  THORNTON:  I  am  giving  my  notes  to  Mr. 
Fairweather,  and  the  reporters  have  been  taking  down  what 
has  been  said. 

Now,  to  sum  up  the  whole  situation,  my  diagnosis 
of  the  position  is  that  it  is  due  to  depression,  which  has 
carried  with  it  reduced  revenues,  and  to  a  freight  rate 
structure  which  in  these  times  is  bearing  very  heavily 
upon  the  railways.     It  is  not  unlikely  that  you  may  ask 
yourselves  the  question:  what  the  railways  themselves 
have  done  to  meet  their  reduction  in  revenue.     In  that 
respect  I  can  only  speak  for  the  Canadian  National 
Railway  and  by  way  of  example.     This  is  the  situation. 
We  have  reduced  our  passenger  train  mileage  heavily; 
We  have  made  large  staff  reductions;  we  have  introduced 
short  time  provisions  amongst  our  maintenance  of  way  and 
shop  men,  and  we  have  made  a  ten  percent  reduction  in  the 
salaries  of  all  officers  receiving  $4,000  and  over.  Those 
economies  with  certain  automatic  economies  which  have  come 
into  being  will  have  the  effect  of  producing  ar  economy 
at  the  rate  of  $23,700,000  next  year  as  compared  with  the 
year  just  passed.     I  merely  mentioned  that  in  order  that 
you  may  understand  that  the  railway  itself  has  not  been 
lethargic,  but  has  recognized  the  situation  and  applied  such 
remedies  as  were  within  its  power  to  apply. 

THE  CHAIRMAN:  Sir  Henry,  putting  into  effect  those 


-  82  - 


Sir  Henry  Thornton 


economies  what  would  be  the  net  result? 

SIR  HENRY  THORNTON:  This  campaign  with  respect 
to  economy  has  been  proceeding  ever  since  the  autumn  of 
1929,   it  has  been  progressively  drastic  and  has  now  reached 
the  point  that  the  saving  which  will  be  effected  next  year 
will  be  represented  by  the  figure  of  $22,700,000  as  com- 
pared with  last  year,  on  the  presumption  that  traffic  will 
be  the  same. 

THE  CHAIRMAN:  Presuming  that  the  traffic  and  the 
freight  rates  will  be  the  same,  those  economies  would 
leave  you  with  a  net  operating  profit  of  what? 

SIR  HENRY  THORNTON:  We  would  break  about  even  this 

year. 

What  is  our  net  this  year,  Mr.  Mallory? 
MR.  MALLORY :  $8,000,000  -  perhaps  seven  and  three 
quarter  millions. 

SIR  HENRY  THORNTON:  In  the  neighborhood  of 
$30,000,000, 

THE  CHAIRMAN:  And  your  interest  on  the  public 
securities  is  what? 

SIR  HENRY  THORNTON:  Roughly  $55,000,000.  I  merely 
mention  that  to  give  the  Commission  the  assurance  that 
the  railway  companies  -  the  Canadian  Pacific,  as  Mr. 
Beatty  will  no  doubt  explain,  has  been  doing  exactly  the 
same  thing  —  have  been  both  putting  forth  efforts  to 
reduce  their  operating  expenses. 

SIR  JOSEPH  FLAVELLE:  Had  the  cooperative  relationship 
between  the  two  railways  been  the  permanent  policy,  that 
is  to  say,   if  the  needed  service  for  the  country  had  been 
arranged  between  the  senior  officers  of  the  respective 
companies,  would  we  have  had  a  better  story  of  loss  on  the 
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railway  enterprise? 

SIR  HENRY  THORNTON:  Do  you  mean  to  say,  Sir 
Joseph,  that  had  there  been  a  larger  measure  of  cooperation 
in  the  past  than  has  existed? 

SIR  JOSEPH  FLAVELLE:  Yes. 
SIR  HENRY  THORNTON:  Oh,  unquestionably. 
SIR  JOSEPH  FLAVELLE:  These  economies  to  some 
considerable  extent  have  grown  out  of  the  anxiety  of  both 
presidents  to  remedy  the  situation. 

SIR  HENRY  THORNTON:  Both  railway  companies  within 
the  last  year  have  been  progressively  cooperating  with 
each  other  for  the  purpose  of  doing  such  things  as  wjuld 
eliminate  waste.     One  of  the  notable  accomplishments  has 
been  a  contract  between  the  Canadian  National  and  the 
Canadian  Pacific  which  involves  the  recognition  by  the 
Canadian  National  of  the  Canadian  Pacific  steamship 
services  on  the  north  Atlantic  as  practically  our  exclusive 
connection,  and  that  in  turn  will  bring  an  increasing 
amount  of  traffic  to  those  steamships  which  probably  today 
are  somewhat  unremunerative,  as  to  which  Mr.  Beatty  can 
tell  you.     But  at  the  same  time  as  it  stands  today  all 
the  soliciting  agencies  of  the  Canadian  National  are 
soliciting  freight  for  the  Canadian  Pacific  steamships, 
whereas  formerly  that  business  went  to  other  lines. 

COMMISSIONER  LEMAN :  Does  that  apply  to  the 
northern  Pacific  also? 

SIR  HENRY  THORNTON:  No,  we  have  not  introduced 
that  on  the  Pacific  for  certain  reasons  which  rendered  it 
rather  difficult,  and  both  Mr.  Beatty  and  myself  thought  it 
would  be  unwise  to  introduce  that  at  this  time  on  the 
northern  Pacific.     We  felt  that  we  had  better  let  it  stand 


• 


-  84  -  Sir  Henry  Thornton 

for  the  time  being,  but  it  is  in  contemplation, 

COMMISSIONER  LEMAN:  The  lines  are  competing  there? 

SIR  HENRY  THORNTON:  Yes,  but  it  is  not  as  large  a 
factor  as  it  is  on  the  north  Atlantic. 

SIR  JOSEPH  FLAVELLE:   Coming  exclusively  to  the 
railway  side  of  it,  Would  there  be  a  permanent  betterment 
if  there  was  a  cooperative  effort  between  the  two  senior 
executives  with  respect  to  the  cross  continent  train  service? 
For  instance,  you  have  recently  cut  off  certain  train 
services  between  Toronto  and  Montreal  as  a  matter  of  a  free- 
ment  between  the  competing  lines  because  you  were  both 
losing  money. 

SIR  HENRY  THORNTON:  Yes. 

SIR  JOSEPH  FLAVELLE:   If  that  spirit  were  present  not 
only  when  times  are  hard  but  also  when  times  are  good,  would 
it  not  be  possible  for  the  relations  between  competing  lines 
to  be  such  that  in  place  of  each  vieing  with  the  other  to 
spend  more  money  to  gain  traffic  they  would  reach  an  agree- 
ment with  each  other  to  divide  traffic  on  some  reasonable 
basis? 

SIR  HENRY  THORNTON:  In  my  judgment,  yes,    Sir  Joseph, 
because  waste  should  never  be  tolerated.     Whether  times  be 
evil  or  good,  there  is  never  any  excuse  for  waste.     If  waste 
can  be  avoided  when  times  are  bad  it  can  be  even  more  profit- 
ably done  when  times  are  good. 

SIR  JOSEPH  FLAVELLE:  Would  it  be  an  improper  quesu  ion 
for  me  to  ask  whether  it  has  been  the  general  policy  duriig 
the  last  ten  years? 

SIR  HENRY  THORNTON:  No. 

SIR  JOSEPH  FLAVELLE :   It  has  not? 

SIR  HENRY  THORNTON:  No.     We  have  been  in  competition, 
and  this  present  situation  has  awakened  both  companies,  or 
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perhaps  put  to  them  more  vividly  the  danger  of  what  might 
"be  described  as  wasteful  competition,   supportable  when  times 
are  good  but  insupportable  when  times  are  bad..     In  other 
words,  "sweet  are  the  uses  of  adversity." 

COMMISSIONER  WEBSTER :     It  is  generally  stated,  whether 
rightly  or  wrongly  I  do  not  know,  that  i.-*.  railways  Canada 
is  built  ahead  for  perhaps  forty  or  fifty  years,  that  at 
present  there  is  not  enough  business,  passenger  or  freight, 
to  be  profitable  to  the  railways.     Now,  Sir  Henry,  would  you 
mind  giving  us  your  opinion  as  to  whether  you  think,  assum- 
ing those  things  to  be  true,   it  is  possible  for  us  to  go  on 
with  two  systems  of  railways,  even  with  such  cooperation  as 
you  have  indicated  you  have  been  carrying  out,  and  have  both 
railways  on  a  satisfactory  basis,  paying  their  way,  their 
interest  charges  and  other  obligations? 

SIR  HEURY  THORNTON:  That,   Doctor,   is  almost  an 
impossible  question  to  answer  offhand.  Unquestionably 
cooperation  can  proceed  to  a  certain  extent.  Whether  our 
railways  are  over-built  to  the  extent  of  forty  to  forty- 
five  years  is  debatable.     Undoubtedly  our  railways  —  and 
I  am  referring  perhaps  more  particularly  to  some  of  the 
Canadian  National  lines  —  are  considerably  in  advance  of 
the  existing  times;  a  measurable  percentage  of  our  mileage 
has  been  built  too  soon,  and  to  that  extent  we  are  unquestion- 
ably overbuilt.     How  far  cooperation  is  going  to  carry  us 
we  do  not  quite  know  because  we  are  just  commencing  it.  It- 
depends  on  how  drastic  both  railway  companies  would  feel 
disposed  to  make  their  cooperation.    My  personal  point  of 
view,  speaking  academically > is  that  cooperation  should  be 
carried  just  as  far  as  it  is  economical  to  carry  it,  and 
that  means  a  good  long  way. 
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COMMISSIONER  LOREE :  In  the  United  States  we  have 
about  253,000  miles  of  railroad.     About  half  of  the  ton 
mileage  is  handled  on  26,000  miles,   say  ten  percent  of  the 
total;  less  than  Z%  of  the  ton  mileage  is  handled  on 
73,000  miles,   say  about  'dOfo;  thus  leaving  to  the  intermediat 
carriage  about  60^  of  the  total  mileage.     The  general 
feeling  is  that  the  entire  mileage  of  73,000  is  put  on  the 
defensive,   and  that  so  far  as  the  economic  right  to  exist 
is  concerned,   there  ought  to  be  an  inquiry  made  as  to 
whether  many  of  the  lines  ought  not  to  be  abandoned.  Has 
such  an  estimate  been  made  in  Canada? 

SIR  HENRY  THORNTON:  Not  within  my  knowledge.  Of 
course,  there  is  this  difference  today  between  the  character 
of  the  mileage  to  which  you  refer  and  that  of  the  mileage  of 
Canada,   in  that  a  large  percentage  of  our  mileage,  more 
particularly  the  Canadian  National  mileage,   is  development 
mileage;  it  was  built  for  the  purposes  of  developing  the 
country,  and  settlement  has  not  yet   caught  up  with  railway 
mileage.     The  problem  is,  how  soon  will  it  catch  up,   if  at 
all.     For  example,  take  the  Peace  River  country,  "» 
with  respect  to  which  there  is  still  great  opportunity  for 
settlement,  and  large  numbers  of  settlers  are  entering  that 
territory.     Those  railways  today  are  not  remunerative,  but 
it  is  very  questionable  whether  in  advance  of  further 
expansion  in  the  matter  of  development  it  would  be  wise  to 
abandon  those  lines.     The  United  States  has  been  through  a 
much  further  period  of  development  than  has  Canada.  Our 
western  country  is  still  relatively  undeveloped  and  rela- 
tively sparsely  populated  as  compared  with  the  United 
States.     So  my  answer  to  that  question  is,  within  my  knowlodg 
no  such  investigation  has  been  made,  but  if  made  some  regard 
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will  have  to  tie  had  to  the  points  I  have  mentioned. 

COMMISSIONER  LOREE:  Some  of  those  lines  in  the 

States  of  course  were  built  to  get  out  lumber  —  the  timber 

has  all  been  cut  off,  there  is  no  business  left,  and 

probably  the  lines  should  be  taken  up;   some  of  them  were 

built  in  mineral  districts  in  Colorado,  for  instance,  end 

the  minerals  being  exhausted  there  is  no  business  remaining 

for  the  roads.     On  the  other  hand,   some  of  the  lines  have 

been  built  for  purely  coinpc tit ive  purposes,  and  one  has 

i 

destroyed  the  other  by  competition  in  handling  traffic. 
I  wondered  whether  that  was  the  case  here  and  to  what 
extent . 

SIR  HENRY  THORNTON:   I  should  say  that  in  no  case 
has  development  in  Canada  reached  its  maximum  as  far  as  I 
know.     Take  for  instance  the  Hudson  Bay  Railway  which  has 
been  built  to  the  Hudson  Bay  as  a  grain  line.     It  is  not 
unlikely  that  that  line  will  be  found  to  have  developed  a 
very  important  mineral  country.     We  do  not  know.  Already 
there  is  in  existence  Shcrritt-Gordon,  a  large  mine,  and 
another  mine  is  under  consideration,   so  we  do  not  know 
what  that  line  is  going  to  produce  in  the  way  of  mineral 
development.     It  may  turn  out  that  the  object  for  which  the 
line  was  built  may  prove  to  be  the  minor  reason,  and  that 
the  major  reason  was  never  foreseen. 

THE  CHAIRMAN:  I  think  Mr.  Loree  was  emphasizing 
the  fact  that  some  lines  in  the  United  States  had  been 
built  for  competitive  purposes  and  had  proved  mutually 
destructive,  and  he  wondered  if  a  similar  condition  had 
developed  in  Canada. 

SIR  HENRY  THORNTON:  Undoubtedly  there  are  such 
examples.     For  instance,   one  of  the  most  tragic  examples 
was  the  construction  of  two  s'eparate  railways  on  the  line 
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of  the  present  Canadian  National  Railway  through  the 
Rocky  Mountains,   one  built  by  the  Grand  Trunk  Pacific  and 
the  other  by  the  Canadian  Northern.     In  many  places  a  good 
strong  nan  standing  on  one  line  could  throw  a  stone  over  to 
the  other.  We  matched^  them  up,  made  one  line  out   of  them, 
and  practically  abandoned  the  rest.     That  is*  probably  the 
most  tragic  case  of  competitive  construction  that  re  have  had 
in  Canada.     There  may  be  other  cases  where  there  has  been 
competitive  building  between  the  Canadian  Pacific  and 
ourselves,  due  to  no  central  authority  that  controlled  the 
offensive,  and  perhaps  defensive  methods  of  each  company. 
That  is  incidentally  one  of  the  large  f actors^that  ought 
to  be  considered  --  if  I  may  venture  to  make  the  suggestion  - 
by  this  Commission.     There  ought  to  be  some  kind  of  an 
umpire  to  lay  down  the  rules  of  the  game  if  we  are  to  con- 
tinue as  integral  companies.     Neither  railway  should  be  per- 
mitted to  invade  the  other's  territory;  no  capital  expendi- 
ture should  be  made  for  purposes  of  offenoe  and  defense 
unless  it  is  justified. 

THE  CHAIRMAN:  As  incidental  to  the  broader 
question  and  not  with  a  view  to  criticise  past  management 
or  anything  of  that  kind,   shall  we  be  in  a  position  to  know 
to  what  extent  that  has  occurred  between  you  and  the 
Canadian  Pacific? 

SIR  HENRY  THORNTION:  Unquestionably;  we  have  all 
that  data  for  you,   it  can  be  shown  to  you  immediately,   it  is 
available.     Let  me  at  once  say  what  I  neglected  to  say  be- 
fore, that  anything  I  have  said  or  shall  say  is  not  in 
criticism  of  the  Canadian  Pacific  Railway.     I  have  only 
the  greatest  admiration  for  that  property.     It  was  splendidly 
conceived;  it  has  been  magnificently  operated.     I  merely 
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desired  to  point  out  that  until  the  present  time  we  had 
played  certain  rules  of  the  game.     How  the  depression  has 
brought  about  such  a  condition  that  we  are  asking  the 
Commission:  What  do  you  think  the  new  rules  of  the  game 
should  be?    We  will  play  the  game  according  to  those  rules. 

SIR  JOSEPH  FLA VELLE :  Have  you  reflected  upon  the 
possibility  of  correcting  some  of  the  unfortunate  over 
mileage  occasioned  by  the  construction  of  the  third  trans- 
continental line?    That  is  to  say,  you  have  the  three  lines 

from  Port  Arthur  to  North  Bay.     Do  you  need  those  three 
lines  across  there? 

SIR  HENRY  THORNTON:  No. 

SIR  JOSEPH  FLA VELLE:   Could  you  take  one  out? 
SIR  'HENRY  THORNTON:   I  doubt  it. 

SIR  JOSEPH  FLA VELLE :  That  is  because  vested  interest 
have  been  built  up? 

SIR  HENRY  THORNTON:  I  think  it  is  academically  sound 
but  practically  impossible. 

SIR  JOSEPH  FLA  VELLE:  Because  vested  interests  have 
been  established? 

SIR  HENRY  THORNTON:  Not  only  in  that  way  Sir  Joseph , 
but  you  must  remember  that  along  the  line  of  the  Trans- 
continental Railway  which  is  perhaps  one  of  the  most  con- 
spicuous lines  in  poverty  of  traffic,   communities  have  grown 
up  and  our  French  Canadian  population  are  moving  out  and 
settling  along  there.     They  are  making  substantial  progress. 
They  are  not  producing  enough  traffic  to  support  the  line, 
but  the  fact  is  they  are  fairly  thriving  little  communities 
all  along  that  line.     It  would  be  a  matter  of  impossible 
politics  to  take  that  line  out  or  abandon  the  service. 

SIR  JOSEPH  FLA VELLE:  I  understood  you  to  say  fchat  if 
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a  different  judgment  had  prevailed,   for  instance,  that  if 
this  Commission  had  been  sitting  in  1903  and  had  said, 
"  the  Grand  Trunk  eastern  lines  shall  connect  with  the 
Canadian  Northern  western  lines,  "  we  would  not  be  here 
today? 

SIR  HENRY  THORNTON:  That  is  a  vivid  but  perhaps 
inaccurate  way  to  put  it.  I  meant  to  say  that  if  the 
Commission  had  been  appointed  thirty  years  ago,  many  of  the 
mistakes  which  we  are  now  trying  to  correct  would  have  been 
avoided . 

SIR  JOSEPH  FLAYELLE:  Exactly.  The  mistakes  having 
been  made,   is  there  no  constructive  policy  which  you  and 
your  officers  have  in  mind  whereby  you  could  materially 
reduce  your  long  unprofitable  mileage? 

SIR  HENRY  THORNTON:  In  the  matter  of  the  abandonmen 
of  lines  and  services  to  any  measurable  degree  I  am  Incline 
to  think  it  would  be  doubtful. 

SIR  JOSEPH  FLA7ELLE:  Take  the  line  from  Winnipeg 
west,   the  Grand  Trunk  Pacific  alongside  the  Canadian 
Nat  ional. 

SIR  HENRY  THORNTON:  That  is  our  best  main  line,  Sir 

Joseph. 

SIR  JOSEPH  FLAVELLE:  You  mean  it  is  the  best  line 
physically? 

SIR  HENRY  THORNTON:  And  that  is  the  line  on  which 
we  usually  carry  all  our  traffic. 

SIR  JOSEPH  FLAVELLE:  is  there  some  Canadian 

Northern  mileage  that  you  could  abandon? 

SIR  HENRY  THORNTON:  We  have  reduced  other  lines  to 
the  standard  of  maintenance  of  branch  lines. 

SIR  JOSEPH  FLAVELLE:  You  may  remember  that  the 
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abandonment  of  certain  mileage  was  due  in  the  first  instanc 
to  the  need  of  the  British  authorities  for  railso  The 

Imperial  Munitions  Board  arranged  with  the  late  Mr,  Frank 
Cochrane  to  take  u_;  the  rails  so  as  to  have  them  shipped  to 
France  for  service  there,  and  they  were  never  relaid. 

SIR  HENRY  THORNTON:  You  simply  lightened  my  problem 
to  that  extent,  Sir  Joseph. 

SIR  JOSEPH  FLAVELLE:  Are  you  sure  there  is  no 
duplication  between  North  Bay  and  Port  Arthur,  particularly 
with  the  bus  lines  and  automobile  service  in  operation  toda^ 
SIR  HENRY  THORNTON:  I  will  ask  Mr.  Gzowski  to  point 
out  on  the  map  the  railway  lines  in  that  territory, 

MR.  GZOWSKI:  There  are  the  Canadian  Pacific  line, 
the  Canadian  National  line,   the  Ontario  Government  Railway, 
and  the  Transcontinental  line  starting  east  of  Quebec  and 
extending  to  Winnipeg,  with  a  branch  to  Fort  William. 

SIR  HENRY  THORNTON:  The  answer  to  your  question  is 
this,  Sir  Joseph,   that  an  intensive  study  might  reveal  some 
instances  in  which  that  might  be  done,   but  I  doubt  whether 
the  investigation  would  be  very  productive,   remembering  that 
when  a  railway  is  once  built  in  such  a  country  as  ours  and 
communities  become  established,  no  matter  what  the  poverty 
of  traffic  may  be,  you  are  at  once  confronted  with  a  very 
serious  political  problem  in  the  abandonment  of  lines 
upon  which  such  communities  have  been  established. 

SIR  JOSEPH  FLAVELLE:  That  would  be  less  severe  since 
the  introduction  of  the  automobile. 

SIR  HENRY  THORNTON:  The  automobile  would  noli  he  such 
a  large  factor  up  there,  You  must  also  remember,  Sir  Joseph 
that  our  winters  intervene  and  put  a  very  effective  stoppa,  e 
to  highway  traffic. 
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SIR  JOSEPH  FLAVELLE:  Yes,  but  the  roads  are  kept 
ploughed  throughout  the  winter. 

SIR  HENRY  THORNTON:   In  that  area  we  have  not  yet 
reached  the  point  where  the  roads  are  kept  open  in  the 
Winter  time,  and  if  they  are  then  it  involves  a  great  deal  o 
expense  and  difficulty. 

SIR  JOSEPH  FLAVELLE:  Let  me  change  the  question  to 
this  form:  if  the  administration  of  the  two  railway  proper- 
tics  was  under  one  executive,  would  there  be  a  good  deal  of 
mileage  cut  out  from  the  Atlantic  to  the  Pacific? 

SIR  HENRY  THORNTON:   I  do  not  know  that  I  can  answer 
the  question  categorically  by  saying  that  a  good  deal  of  the 
mileage  could  be  cut  out;  but  certainly  this  would  happen, 
a  certain  amount  of  mainline  mileage  would  be  reduced  in 
status  of  maintenance  to  branch  lines,  and  consequently  ther 
would  be  a  large  economy  effected. 

COMMISSIONER  LORES;  How  far  could  you  carry  that, 
Sir  Henry.     For  instance,   in  Colorado  certain  lines  have 
service  on  alternate  days.     Would  it  be  possible  to  reduce 
the  service  in  that  way,   or  even  to  suspend  the  service 
during  the  winter  season? 

SIR  HENRY  THORNTON:  You  would  not  be  able  to  sus- 
pend operation  during  the  winter  season  because  that  would 
leave  the  communities  without  transportation;  but  in  many 
instances  we  have  reduced-  the  train  service  from  daily  to 
tri-weekly,  and  from  tri -weekly  to  twice  a  week,  and  in  some 
cases  to  once  a  week. 

SIP  JOSEPH  FLAVELLE:   That  is  recently? 
SIR  HENRY  THORNTON:  Yes. 

COMMISSIONER  WEBSTER:  Would  you  suggest  that  it  would 
be  wise  to  eliminate  entirely  the  Transcontinental  across 
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New  Brunswick?  Is  it  of  any  value  now? 

SIR  HENRY  THORNTON:  I  do  not  think  you  could  do  that 
practically,  Doctor. 

COMMISSIONER  WEBSTER :  You  run  the  trains  now  only 
three  days  a  week.     There  are  no  settlements  developing 
through  the  woods  so  far  as  I  recall. 

SIR  HENRY  THORNTON:  There  is  a  certain  amount  of 
lumbering  activity,  but  I  am  talking  from  the  point  of  view 
of  my  judgment  whether  it  would  be  practical  or  not.  I 
should  think  it  would  be  impracticable.     In  other  words, 
it  may  be  something  which  is  academically  sound,  but 
practically  impossible. 

COMMISSIONER  WEBSTER:  I  should  like  to  have  a  more 
specific  answer  than  that. 

SIR  HENRY  THORNTON:   I  think  you  will  find  from  the 
station  earnings  which  will  be  given  you  that  while  they  are 
not  profitable  so  far  as  the  railways  are  concerned,  they 
are  sufficiently  high  to  preclude  the  abandonment  of  the 
line  or  any  further  reduction  in  services.     We  can  give 
you  those  station  earnings. 

MR.   FAIRWEATHER:  In  addition  to  that,   I  may  say  that 
the  National  Transcontinental  link  from  Quebec  to  Monet  or-  is 
the  cheapest  route  to  Nova  Scotia,  and  if  you  abandoned  that 
road  y0U  V/ould  be  laying  a  burden  upon  the  transportation 
costs.     That  line  has  a  very  decided  advantage  both  in 
point  of  mileage  and  of  grade.     So  it  is  invaluable  as  a 
route  for  freight  traffic  between  Nova  Scotia  and  the  rest 
of  Canada. 

COMMISSIONER  LEMAN :  as  compared  with  the 
Intercolonial? 

MR.  FAIRWEATHER:  Or  the  Canadian  Pacific. 
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COMMISSIONER  WEBSTER;  We  understand  it  is  the  best 
graded  road,  but  nobody  travels  over  it. 

MR.  FAIR WEATHER :  There  is  freight  traffic. 
COMMISSIONER  WEBSTER:  There  is  some  freight;  how 

much? 

MR.  FaIRWEATHER:  I  think  we  use  it  for  more  than 
half  our  manifest  freight,  that  is  our  fast  freight  move- 
ment . 

COMMISSIONER  WEBSTER:  There  is  no  settlement  there. 
SIR  HENRY  THORNTON:  Mr.  Fairweather  can  give  you 
statistics  showing  the  volume  of  traffic. 

SIR  JOSEPH  FIAVELLE :  I  am  not  pursuing  the  Question, 
Sir  Henry,  in  any  spirit  of  stubborness,  but  it  is  said  that 
due  to  the  railway  situation  and  to  other  burdens  incidental 
to  the  war,  we  have  reached  an  almost  impossible  condition. 
Now,  at  some  stage  constructive  help  must  come  from  you  and 
the  other  railway  executives.  There  is  no  question  that 
having  made  an  initial  blunder  it  is  difficult  to  back  uP 
and  overcome  it,  but  at  some  point  we  must  find  a  possible 
solution.     That  is  the  purpose  of  the  Commission.  I  am 
wondering  whether  the  two  railways  have  reached  the  point  of 
cooperation  where  their  two  senior  executives  would  put  their 
respective  operating  and  engineering  forces  at  work  to  see 
what  can  be  done  to  create  a  national  service.     What  is  it 
we  can  do  to  offer  you  gentlemen  as  a  constructive  measure 
which  if  put  into  effect  would  help  relieve  this  anxious 
situation?  I  suppose  that  has  never  practically  come  before 
the  senior  executive  officers. 

SIR  HENRY  THORNTON:  Ko,  not  in  that  way,  Sir  Joseph. 
We  started  along  the  road  of  cooperation,  and  have  been 
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proceeding  measurably  along  it.  but  we  have  by  no  means 
exhausted  what  can  be  done. 

SIR  JOSEPH  FLAVELLE:  That  would  be  a  saving  at  the 
moment  of  about  how  much,  $23,000,000? 

SIR  HENRY  THORNTON:  No,   that  figure  I  gave  you 
had  nothing  to  do  with  cooperation,   that  applies  purely  to 
the  Canadian  National  system.     We  have    not  gone  any  further 
along  the  road  towards  cooperation  save  in  the  matter  of  thes 
steamship  services,  but  we  have  a  good  many  other  things  i-nde 
consideration.     Some  of  them  if  they  receive  the  blessing 
of  this  Commission  would  become  practical  of  application; 
without  the  blessing  of  this  Commission  they  might  be  more 
difficult.     I  am  referring  to  our  telegraph  companies,  our 
hotels,  our  express  companies  and  a  number  of  services  of 
that  sort.     The  blessing  of  this  Commission  in  respect  to 
things  of  that  sort  would  perhaps  translate  those  things 
from  the  impracticable  to  the  practical. 

SIR  JOSEPH  FLAVELLE:  Have  you,   Sir  Henry,   in  your 
study  of  the  situation  considered  what  savings  could  be 
effected  and  these  two  railways  give  effective  service  to 
the  country  if  they  were  operated  under  one  administration? 

SIR  HENRY  THORNTON:  That  is  an  extremely  difficn.lt 
question  to  answer,  and  I  don't  think  I  could  answer  it  row. 
Possibly  by  the  time  you  get  back  from  the  west  I  might  be 
able  to  give  you  something  along  those  lines,   but  to  attempt 
to  answer  the  question  now  offhand  would  be  misleading  on 
my  part  and  premature. 

SIR  JOSEPH  FLAVELLE:  I  did  not  know  whether  you  had 
prepared  any  data  covering  that? 

SIR  HENRY  THORNTON:  No.     As  I  say,   I  do  not  think 
that  question  could  be  answered  just  now. 
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SIR  JOSEPH  FLAVELLE:   It  has  been  stated  by  a  certain 
railway  man  that  a  hundred  million  dollars  could  be  saved 
annually  by  the  consolidation  of  the  services  of  these  two 
roads.     That  is  probably  a  rough  and  ready  guess, 

COMMISSIONER  LEMAN :  That  would  be  at  present  freight 

rat  e  s . 

SIR  JOSEPH  FLAVELLE:  Yes;  there  would  be  that  economy 
by  the  elimination  of  things  that  are  unnecessary  because  of 
duplication. 

SIR  HENRY  THORNTON:  Without  going  into  any  figures, 
and  simply  using  the  hunch,   so  to  speak,  which  everyone  has 
in  whatever  business  he  is  engaged,  that  is,  you  finally 
get  so  familiar  with  the  business  that  you  can  tell  whether 
a  thing  is  accurate  or  inaccurate,  or  away  off  the  mark,  I 
should  say  unquestionably  that  the  figure  of  one  hundred 
million  dollars  is  quite  impossible  to  attain.     I  am  just 
telling  you  that  because  my  knowledge   of  the  business  tells 
me  that  figure  is  too  high. 

COMMISSIONER  LEMAN:  With  present  costs  of  business-? 

SIR  HENRY  THORNTON:  Yes.     I  am  speaking  of  present 
conditions. 

SIR  JOSEPH  FLAVELLE:   I  suppose  it  is  no  more  than 
viiat  you  describe  as  a  hunch,  but  it  came  from  a  fairly 
representative  railway  man. 

SIR  HENRY  THORNTON:   I  do  not  think  it  would  be 
possible  from  my  experience  of  the  railway  business.     I  am 
speaking  of  the  hundred  million  dollars. 

LORD  ASHFIELD:   Perhaps  it  has  to  be  related  to  the 
hunch  of  five  or  six  years  ago. 

THE  CHAIRMAN:    I  do  not  think,   Sir  Henry,  you  had 
quite  finishedo 
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SIR  HENRY  THORNTON:  I  think  I  am  practically 
finished.     I  referred  to  the  question  of  cooperation,  and 
I  have  tried  to  answer  the  questions  you  have  asked.  There 
is  one  more  point  to  which  I  would  like  to   call  your 
attention;   it  escaped  my  mind.     I  refer  to  the  preparation, 
the  operation  and  the  utility  of  an  implement  which  we  have 
developed  through  a  monthly  budget  control,  perhaps  the 
most  effective  method  for  the  control  of  expenses  which 
most  railways  have.     Our  problem  in  control  is  exceedingly 
difficult  because  of  the  widely  flung  character  of  the 
property.     We  in  Montreal  are  some  three  thousand  miles 
away  from  Vancouver,  and  to  attempt  to  control  the  details 
of  operation  and  traffic  and  the  marshalling  of  our  expenses 
effectively  is  exceedingly  difficult.     We  have  evolved  this 
new  method  of  monthly  budget  control.     As  a  result  I  know 
by  the  22nd  of  the  month  within  a  negligible  percentage  what 
the  gross  revenues,  expenses  and  net  revenues  of  the  company 
will  be  in  the  next  thirty  days,  and  the  percentage  of 
errors  is  surprisingly  small.     That,  as  you  see,  gives  a 
very  effective  control.     This  budget,  is  prepared  by  a  con- 
ference of  all  the  regional  officers.     We  have  three  regions, 
the  western  extending  from  the  head  of  the  lakes  to  the 
Pacific  coast,  the  central  extending  from  the  head  of  the 
lakes  to  Quebec,  and  the  Atlantic  extending  from  Quebec 
eastwards.     Each  of  those  three  regions    ±s  presided  over  by 
a  general  manager  and  anappropriate  staff.     About  the  middle 
of  the  month  the  officers  meet,   they  make  an  estimate  of  gros 
revenues,  they  examine  their  expenses  and  reduce  them  to 
what  they  think  is  the  lowest  minimum.     Then  they  forward 
their  results  to  Montreal,  where  they  are  examined  by  Mr. 
Mallory  of  our  bureau  of  statistics,  and  I  approve, 
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or  alter,  and  the  approval,  disapproval  or  alterations 
are  telegraphed  to  regional  headquarters.     Then  that 
"becomes  the  working  budget  for  the  following  month,   so  that 
I  know  by  about  the  22nd  of  the  month  just  what  is  going  to 
happen  nextmonth.  That  of  course  has  excited  considerable 
competition  among  our  officers  in  the  matter  of  saving 
instead  of  spending.     In  other  words,   it  is  a  saving  instead 
of  a  spending  proposition.     You  can  excite  any  kind  of 
competition.     We  used  to  have  competition  in  spending; 
now  we  have  competition  in  saving.     Every  officer  is  saving 
all  he  can  in  his  department,  and  is  keen  in  seeing  that  no 
other  department  puts  anything  over  him,   spends  more  than  it 
should.  Perhaps  Lord  Ashfieid  would  like  to  go  into  the 
details  with  Mr.  MalLory  as  to  just  how  the  budget  operates. 
It  is  very  interesting  and  something  we  are  rather  proud 
of,   if  I  may  go  that  far, 

Mr.   Chairman  and  gentlemen,  I  have  nothing  further 
to  add*     I  am  afraid  that  what  I  have  said  is  pretty 
rambling  in  its  character,  but  the  subject  covers  so  many 
problems  and  so  many  difficulties  that  it  is  almost  im- 
possible to  deal  with  it  in  any  concise,  consistent,  short 
statement.     So  if  I  have  been  somewhat  confusing  in  what 
I  have  said,  and  my  statements  have  been  perhaps  a  Little 
inconsistent,  I  hope  you  will  forgive  me.     I  offer  only 
one  excuse        the  magnitude  of  the  problem. 

LORD  ASHFIELD:  You  referred  to  the  possibility  of 
saving  $23,000,000  next  year  out  of  the  various  economies 
you  are  effecting. 

SIR  HENRY  THORNTON:  Yes. 

LORD  ASHFIELD:  How  do  you  deal  with  the  question  of 
obsolescence?    What  provision  do  you  make  in  your  estimates 
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for  the  year  for  the  depreciation  which  takes  place  in 
your  physical  assets?    Will  the  Canadian  National  Railways 
in  some  future  year  through  the  absence  of  funds  at  the 
present  time  be  faced  with  the  same  kind  of  problem  that  you 
referred  to  some  time  ago  when  you  said  you  had  various 
equipment  which  was  in  bad  condition  or  out-of-date? 

SIR  HENRY  THORNTON:  Of  course,   the  United  States 
lines  are  obliged  by  the  Interstate  Commerce  Commission  Act, 
as  I  understand  it,   to  make  certain  charges  on  account  of 
depreciation.    We  have  no  such  obligation  of  a  legal 
character  in  Canada.  We  get  our  depreciation  through  a 
retirement  account.     Now,   there  are  two  schools  of  thought 
in  the  railway  world:  one  which  follows  the  practice  laid 
down  by  the  Interstate  Commerce  Commission  in  relation  to 
certain  charges;  the  other  which  fellows  the  practice  of 
retirement  accounts .     I  think, that  question  can  best  be 
answered  by  Mr.  MacLaren,   our  comptroller,  who  is  here. 
I  am  just  a  simple  engineer,   I  do  not  know  much  about 
accounts.     Necessarily  one  gets  to  know  something  about 
them  in  the  course  of  railway  work,  but  at  the  same  time  I 
think  Mr.Ia  .cLaren  could  give  you  a  better  technical 
explanation  of  our  practice  than  I  could  myself. 

LORD  aSHFIELD:  Before  he  does  that  might  I  pursue 
my  question  a  little  further.     Let  me  assume  that  your  earn- 
ings in  a  year  are  sufficient  not  only  to  meet  all  your 
actual  operating  expenses  including  maintenance,  but  also  to 
meet  all  your  interest  charges.     I  am  assuming  that  position 
for  the  moment.     There  is  of  course  something  much  more 
to  be  dealt  with  than  those  two  items,  — 
SIR  "HENRY  THORNTON:  Certainly, 

LORD  aSHFIELD :  —  there  is  the  intangible,  unknown 
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depreciation  of  your  undertaking  -which  continues  every  year, 
and  which  is  not  represented,   of  course,  by  actual  expen- 
diture of  money.     There  comes  a  time,  as  you  know  quite  well 
when  your  undertaking  can  no  longer  be  regarded  as  efficient 
it  has         to  be  continued  with  the  equipment  you  got  twenty 
five  years  ago,  using  that  figure  for  the  purpose  of 
illustration.     There  is  therefore  year  by  year  the  accumu- 
lating of  a  vast  sum  of  money  in  a  system  of  this  kind 
which  will  be  needed  one  day  for  the  replacement  of  your 
motive  power,  your  rolling  stock,  your  buildings  and  so  on, 
Assuming  my  first  proposition  that  you  pay  your  actual 
expenses  and  your  fixed  charges,  would  you  have  laid  aside 
that  further  sum  of  money? 

SIR  HENRY  THORNTON:  I  will  ask  Mr.  MacLaren  if  he 
will  explain  the  depreciation  situation. 

MR.  MacLAREN:  On  the  depreciation  question  I  feel 
that  the  principle  followed  by  the  United  States  roads  is 
inconsistent.     While  they  follow  the  principle  of  depre- 
ciation, yet  they  do  not  specify  any  regular  rates  to  assess 
for  depreciation.     In  other  words,   they  will  let  a  road 
set  up  depreciation  or  accrued  depreciation  on  the  basis 
of  lf0,  and  they  will  allow  a  road  to  use  5$*     Of  course, 
they  are  all  controlled  by  the  Interstate  Commerce 
Commission  regulations.     I  want  to  explain  the  United 
States  practice. 

LORD  ASHFIELD :  Would  you  give  it  according  to  the 
class  of  equipment? 

MR.  MacLAREH:  Locomotives,  freight  cars  and 
passenger  ears, 

LORD  ASHFIELD :  They  vary  between  Vf0  and  5$  ? 
MR.  MacLAREI:  Yes. 
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COMMISSIONER  LOREE;     I  think  the  practice  in  the 
States  is  for  a  road  to  adopt  a  percentage  for  depreciation 
which  applies  to  all  its  equipment  with  this  exception, 
that  it  nay  be,  for  example,  two  per  cent  for  equipment 
purchased  before  the  war  and  four  and  a  half  per  cent  for 
equipment  purchased  during  and  since  the  war,  which  looks 
after  the  rise   inprices  more  than  anything  else.  Some 
roads  which  are  restricted  in  their  earnings  make  that  de- 
preciation as  low  as  possible;  few  of  them  I  think  get  be- 
low two  per  cent;  some  roads  which  are  very  prosperous  and 
want  to  hide  their  earnings  make  it  as  high  aspossible  and 
run  it  up  to  considerable  figures. 

LORD  ASHEIELD:       It  is  obvious  that  there  must  be 
a  certain  sum  of  money  set  aside  out  of  earnings,  other- 
wise you  roach  the  time  where  to  function  properly  you  have 
to  go  on  capitalizing  the  cost  of  the  rolling  stock. 

COMMISSIONER  LOREE:       This  is  one  of  the  most  con- 
troversial questions  m  railroad  practice.      Away  back  in 
1838  the  London  &  Northwestern  railway  started  a  deprecia- 
tion account  and  carried  it  on  for  two  years  against  the 
protest  of  the  general  manager,   Captain  Huish.  They 
finally  decided  that  it  was  unsound  practice  and  they 
wrote  back  into  their  accounts  the  money  they  had  charged 
off  and  said  it  was  applicable  to  such  uses  as  the  offi- 
cers of  the  company  might  decide  to  make  of  it,  subject 
to  their  approval,   or  to  the  distribution  of  dividends. 
In  the  States  opinion  among  railroad  officers  is  very 
sharply  divided  before  the  Interstate  Commerce  Commission, 
and  up  to  the  present  time  the  Commission  have  given  in- 
structions only  as  to  the  depreciation  of  equipment;  they 
have  an  order  in,  to  take  effect  January  31,   1932,  depre- 
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ciating  also  the  permanent  way.       One  party  contends  that 
there  is  a  steady  depreciation  in  the  way  of  obsolescence,  and 
that  that  in  time  has  to  be  made  up.       The  other  party  con- 
tends with  John  Stuart  Mill  that  all  we  have  in  the  way  of 
wealth  is  maintained  only  by  constant  reproduction,  that  there 
can  be  no  depreciation,   that  what  is  sometimes  called  depre- 
ciation is  under-maintenance ,  but  that  if  the  reproduction  is 
sufficient  then  there  can  be  no  depreciation  because  the 
structure  can  only  be  maintained  by  constant  reproduction. 

THE  CHAIRMAN:       That  applies  to  the  permanent  way. 
COMMISSIONER  LOREE :     And  equipment  too.       For  this 
reason  there  are  two  elements  entering  into  the  question; 
First,  perpetual  life        nobody  expects    railways  to  cease 
operation;   secondly,  the  vast  multiplicity  of  parts,  running 
into  millions,  for  instance,   17,500  parts  in  a  locomotive  and 
I  think  about   11,000  in  a  freight  car.     So  you  are  constantly 
reproducing.       Now  as  it  works  out  in  practice  the  railroads 
under  instructions  from  the  Interstate  Commerce  Commission 
divide  their  expense  account  into  three  items,  maintenance, 
depreciation,  retirements;  but  they  are  all  in  the  total.  The 
disposition  of  those  monies  is  accounted  for  differently.  Re- 
tirements and  depreciation  are  held  together  and  the  monies 
may  be  used  for  payment  of  car  trust  equipment  notes  as  they 
come  due  or  for  capital  purposes,  or  for  substantial  additions 
to  the  property.       For  instance,   I  am  interested  in  a  little 
road,  the  Kansas  City  Southern.        We  protested  against  the 
requirement  for  a  depreciation  charge,  and  were  one  of  the 
last  to  put  it  into  effect;  but  we  have  taken  it  seriously 
and  we  have  charged  depreciation  for  equipment  and  property 
of  about  six  and  a  half  million  dollars.       We  have  a  million 
and  a  half  In  the  bank  in  cash,  and  the  other  five  million 
dollars  we  have  invested  in  the  property  either  in  additional 
equipment,   or  in  shop  machinery  and  tools,   or  in  water 
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stations  or  things  that  arc  identified  with  the  motive 
power  department.     It  is  a  very  vexed   question  and  one 
about  which  there  is  much  heated  debate  and  quite  a  variety 
of  opinions.     There  is  no  question  that  at  times  equipment- 
has  been  allowed  to  be  very  seriously  under-maintained  , 
and  those  who  believe  there  should  be  a  depreciation  charge 
think  that  that  affords  protection  against  undcr-maint onance , 
But  there  are  very  few  railroads  in  the  United  States  that 
have  any  serious  accounting  of  money  set  aside  for  de- 
preciation   in  maintaining  the  property.        it  is  set 
up  as  a  reserve  and  on  the  other  side  there  is  an  entry 
against  it;   if  the  two  balance  there  is  no  practicality 
given  to  the  depreciation  money. 

LORD  ASEFIELD:     In  view  of  what  Mr.  Manion  said  to  us 
today  about  the  relations  between  the  railways  and  the-  high- 
ways I  wonder  whether  we  are  not  entering  a  new  era  and 
may  not  one  day  receive  a  very  severe  shock  when  we  find 
that  we  have  an  investment  which  is  not  going  to  earn  any 
return.     I  think  you  will  agree  to  this  extent,  that  there 
is  a  percentage  of  railway  investments  today  which  are  un- 
remunerative  as  result  of  road  competition  and  that  they  will 
never  earn  any  money,  whatever  the  circumstances  may  be  . 

COMMISSIONER  LORES:  I  think  you  have  raised  a  question 
which  is  of  great  practicality.     There  are  many  sides  to  it. 
*s  1  said  a  short  time  ago,  none  of  the  many  bus  lines 
seem  to  be  paying.     I  expect  to  see  those  disappear,  but  we 
are  facing  very  serious  changes. 

LORD  ASEFIELD :  In  England  they  are  all  profitable. 
SIR  JOSEPH  FLAVELLE:  What  do  you  do  on  your  lines, 
.Ir.  MacLaren? 

MR.  MacLAREN:  On  our  American  lines  we  carry  out  the 
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Interstate  Commerce  Commission  regulations.     On  our 
Canadian  lines  wo  charge  our  retirements  each  year  to  oper- 
ating expenses     s  the  physical  retirement     is  made. 

SIR  JOSEPH  Flu-, YELLS :  That  is,  an  obsolescent  ear 
you  get  rid  of? 

MR.  MaeLAREN:     hen  a  car  is  taken  out  of  service  and 

dismantled  the  ledger  value  is  written  off  to  ooeratirj 
expenses. 

SIR  JOSEPH  FL.i-iVELLE :     And  you  make  no  depreciation 
charge  against  the  active  service? 
MR.  MacLAREN:  No. 

SIR  JOSEPH  FLAVELLE:  Then  your  equipment  is  steadily 
mounting  in  value? 

MR.  MaeXARM:  It  is  just  a  question  of  what  t he- 
relationship  should  be.     In  the  whole  of  this  last  nine  year 
period  the  retirement  charges  were  pretty  high  and  possibly 
were  equal  to  a  depreciation  charge. 

SIR  JOSEPH  FLAVELLE:  Because  your  predecessor  had 
not  written  off  his  obsolescent  service.     For  instance,  I 
found  when  I  went  to  the  Grand  Trunk  there  were  cars  that 
had  been  for  years  left  on  the  side  of  the  road  without  any 
wheels  under  them  still  registered  as    being  of  value  on 
the  b a lance  sheet. 

SIR  HEHRY  THORHTOH:  That  is  quite  right. 
THE  CHAIRMAN:  Am  I  right  in  supposing  that  if  the 
Canadian  national  Railway  runs  through  a  long  period  of 
depression  such  as  we  have  now,   in  other  words,  there  is  a 
deficit  year  by  year,  and  this  provision  for  retirements 
must  be  deferred,  a  debt  is  being  built  up  which  has  got  to 
be  met  in  subsequent  years;  or  are  you  writing  down  now 
year  by  year  the  value  of  your  equipment,  and  does  the 
deficit  which  you  have  disclosed  reflect  that  writing  down 
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as  it  comes  along? 

MR.  MaoLAREH":  It  reflects  the  retirements  that  are 
made  each  year, 

THE  CHAIRMAN :  You  retire  just  as  much  in  a  good 
year  as  you  would  ii.  a  bad  year? 

MR.  MacLAREN:  I  u7  derstand  the  officials  of  the 
operatine  department  do  that. 

SIR  HEUSY  THORNTON:  That  is  true.     Then  another  thin 
to  remember  with  respect  to  the  situation  is  this,   that  we 
have  a  large  amount  of  equipment  standing  idleo  Nov/, 
while  there  is  some  deterioration  due  to  the  ravages  of 
nature,  there  is  nothing  like  so  much  as  would  be  if  that 
equipment  were  in  active  service. 

TIE  CHAIRMAN;  But  where  there  is  a  retirement  that 
is  written  off  in  operating  expenses  and  is  reflected  in 
any  annual  deficit? 

MR.  MacLaREN:  That  is  true. 

Till  CHAIRMAH:  What  about  deterioration  of  the 
permanent  way.  Eow  do  you  provide  for  that? 

MR.  MacLAREN:  With  respect  to  the  roadway  property 
when  a  retirement  is  made  and  not  replaced  that  is  charged 
to  profit  and  loss;  but  if  it  is  replaced  by  a  new  facility 
the  original  charge,  the  ledger  value,   is  written  out-  to 
operating  expenses. 

LORE  ASHFIELD:  If  you  are  maintaining  your  rolling 
stock  efficiently,  as  I  gather  you  are,  how  does  the 
que  g  t  ion  o  f  re  t i  r e  men t  a  rise? 

MR.  MaeLAEEN:  The  individual  unit  goes  out  of 
existence . 

LORE  ASEFIELD:  But  that  is  a  question  of  policy. 
MR.  MacLAREN;  If  I  understand  the  question  aright . 
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retirement  comes  about  through  the  fact  of  the  physical 
retirement  of  any  unit  of  equipment. 

LORD  ASK FIELD :   Certainly.     Not  because  its  physical 
condition  demand. $  it,  but  on  the  grounds  of  obsolescence 
affecting  efficiency  and  there  is  something  better  to  take 
its  place.     That  makes  the  operation  of  the  railway  possible. 

MR.  MACLAREN:  Naturally. 

LORD  i^SHFIELL:  -.here  is  that  provided  for? 

MR.  MacLAREN:  New  equipment  is  provided  for  in 
equipment  trust  issues. 

LORD  aSKFIELL;  That  is  capital  expenditure. 

MR.  MacLAREN:  Yes.  Any  new  equipment  purchased 
is  charged  to  capital  account. 

LORD  A3HFIELD:  And  when  it  grows  old  it  is  written 

off? 

MR.  MacLAREN :  Off  capital  account  to  operating 
expenses. 

COMMISSIONER  LELiAN :  Would  the  figure  for  retirement 
vary  considerably  from  one  year  to  another  over  the  period, 
say,  from  1923? 

MR.  MacLAREN:  I  do  not  think  there  is  very  much 
variation.  That  is  in  the  pamphlet  which  you  have. 

COMMISSIONER  LSMAN:  It  would  not  vary  in  years 
of  depression  compared  with  years  of  plenty? 

SIR  HENRY  THORNTON:  Not  materially.  We  have  made 
pretty  heavy  charges  to  expenses  on  account  of  retirement 
because,  as  Sir  Joseph  pointed  out,   our  predecessors  had 
not  provided  for  obsolescence.     For  instance,   I  told  you 
that  we  had  some  37,000  box  cars  with  wooden  underframes 
which  were  obsolete.     That  factor  alone  increased  our 
retirement  charges  during  the  last  eight  or  nine  years. 
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LORD  ASHFIELD;       That  is  a  very  valuable  experience. 
Does  it  mean  that  each  time  you  are  going  to  put  a  new  type 
of  locomotive  or  dining  car  into  service  you  say,   "Very  well, 
we  will  do  this,"  and  the  whole  effect  is  that  the  government 
of  Canada  are  asked  to  provide  more  money? 

SIR  HENRY  THORNTON:       No.  Perhaps  that  involves  an  ex- 
planation of  how  the  budget  of  the  Canadian  National  Railways 
is  prepared,  and  I  was  just  about  to  explain  that.     We  pre- 
pare a  budget  of  capital  expenditures.       Naturally  the  condi- 
tion of  the  times  has  more  or  less  effect  upon  that,  because 
you  become  more  liberal  with  capital  expenditures  in  good 
times;  you  can  afford  to  do  so;  and  it  is  good  policy  to  do  so 
even  in  lean  times.        A  capital  budget  is  prepared  which  is 
submitted  to  the  government  and  either  approved  or  disapproved 
by  the  government,  because  the  government  must  provide  the 
money,  and  since  it  provides  the  money  it  has  a  right  to  say 
how  much  is  to  be  spent.        Now  I  make  my  representations  to 
the  minister,  and  he  informally  approves  of  what  is  to  be  done; 
then  that  is  formally  submitted  to  the  Board  of  Directors  of 
the  Canadian  National  Railways  and  formally  approved;  then  it 
goes  to  the  minister  and  has  his  formal  approval.      After  that 
it  is  submitted  to  the  House  of  Commons  and  either  approved 
or  rejected.         I  know  of  no  caas  thus  far  in  which  it  has  been 
re  jected. 

LORD  ASHFIELD:       The  point  I  am  making  is  this:  If 
there  was  a  deficit,  and   that  was  the  determining  factor,  it 
seems  to  me  it  would  be  rejected. 

SIR  HENRY  THORNTON:       The  government  might  say,  "You 
cannot  have  any  money  at   all  for  capital  expenditures."  Then 
we  would  have  to  put  up  with  that,   or  I  might  have  to  say, 
"It  is  all  very  well  to   say  that,  but  if  this  system  is  go- 
ing to  be  maintained  as  a  going  concern  there  must  be  such 
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and  such  expenditures."      So  far  I  have  always  been  able  to 
come  into  accord  with  the  ministers.        We  may  not  be  in  ac- 
cord when  we  start  out,  but  we  must  and  do  eventually  come 
into  accord. 

LORD  ASHPIELD :       If  it  is  based  upon  a  deficit  you 
cannot  get  any  money. 

SIR  HENRY  THORNTON:       Oh  yes,  you  can  and  do  get 

money . 

LORD  ASHFIELD:      But  if  it  is  based  upon  a  deficit, 
it  is  only  because  the  Canadian  government  has  other  sources 
of  money  that  you  do  get  your  capital  requirements. 

SIR  HENRY  THORNTON-.        In  other  words,  what  you  really 
mean  to  say  is  this:  If  the  Canadian  National  Railways  were 
under  private  ownership  the  system  would  have  been  in  receiver- 
ship years  ago.        And  that  is  perfectly  true. 

SIR  JOSEPH  FLAVELLE:       That  is  a  very  important 
statement.  If  a  nationally  owned  system  would  be  in  bankrupt- 
cy if  it  were  a  privately  owned  system,  then  you  should  not 
have  a  nationally  owned  system. 

SIR  HENRY  THORNTON:         That  is  a  matter  of  opinion= 
I  mean  that  is  a  matter  of  national  policy,  a  matter  for  the 
people  of  Canada  to  decide . 

SIR  JOSEPH  FLAVELLE:         I  am  interested  in  your  state- 
ment about  budgets  and  in  your  remarks  about  depreciation.  I 
have  had  over  fifty  years  experience  with  budgets.  They 
started  with  me  by  my  carrying  an  envelope  in  my  pocket  and 
trying  to  figure  at  the  end  of  each  week  how  it  had  turned 
out  on  what  I  had  planned  to  purchase  for  the  week.       Out  of 
that  beginning  has  grown  over  the  course  of  years  a  wide  ex- 
perience of  the  things  which  enter  into  a  budget.       From  it 
there  has  evolved  this  cardinal  principle,  that  depreciation 
is  as  much  a  charge  against  business  as  wages  that  are  paid, 
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and  that  the  man  who  operates  his  business  without  regard  to 
depreciation  makes  a  serious  mistake.        My  own  personal  po- 
licy is  to  charge  all  repairs  to  depreciation  and  carry  the 
depreciation  as  well.         It  is  astonishing  what  men  can  do 
when  they  know  the  burden  they  have  to  lift;  and  it  is  aston- 
ishing how  lax  they  can  become  when  they  do  not  know  the  bur- 
den they  have  to  lift.       Now,   in  the  operation  of  railways 
when  times  are  hard  —  I  am  taking  the  Grand  Trunk  as  my  ex- 
ample --  they  had     no  money  to  spare  for  depreciation;  oc- 
casionally they  would  have  a  little,  and  I  suppose  some  of 
that  would  be  used  to  get  rid  of  certain  obsolescence  before 
charging  obsolescent  cars  into  operating  expenses.        For  in- 
stance, take  the  35,000  freight  cars  to  which  you  have  re- 
ferred; if  there  was  no  depreciation  what  would  be  the  ledger 
value  of  those  cars? 

SIR  HENRY  THORNTON:      About  a  thousand  dollars  per- 
haps . 

SIR  JOSEPH  FLAVELLE:       Thirty-five  thousand  times  a 
thousand  dollars  would  have  to  be  written  off  that  year  in 
charges  for  obsolescent  cars,  which  is  a  pretty  onerous  charge 

Mr.  MacLAREN:      Are  you  speaking,  Sir  Joseph,  of  the 
reserve  account  of  the  Grand  Trunk? 

SIR  JOSEPH  FLAVELLE:       They  did  have  a  small  depre- 
ciation allowed,  which  was  quite  insignificant  in  contrast 
with  their  whole  equipment  charges. 

Mr.  MacLAREN:       That  is  right. 

SIR  JOSEPH  FLAVELLE:         I  am  inclined  to  think  that 
over  the  North  American  continent  in  difficult  times  the 
equipment  account  gets  all  out  of  balance.         Provision  is 
not  made  for  depreciation.        Depreciation  is  treated  as  an 
item  to  be  used  when  times  are  good  and  to  be  Deft  alone  when 
times  are  bade       I  find  on  looking  over  the  balance  sheets 
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of  thousands  of  commercial  concerns  from  the  Atlantic  tc 
the  Pacific  that  in  lean  years  they  leave  out  all  the 
depreciation  in  order  to  make  a  good  showing  to  their 
banker  in  the  expectation  that  he  may  lend  them  money. 
Now  on  this  question  of  depreciation  of  railway  property 
which  will  have  to  be  replaced  sometime,  there  is  a 
tendency  steadily  to  raise  the  amount  of  bonded  indebtedness 
against  the  company  —  that  has  been  happening  on  the 
Canadian  National  —  until  it  reaches  a  point  where  you 
have  $57,000,000  a  year  as  interest  on  bonded  indebtedness 
outstanding,   or  various  types  of  indebtedness  outstanding, 
while  at  the  same  time  accumulating  deficits  of  three  or 
four  hundred  millions  of  dollars  which  the  government  had 
paid  on  old  loans,  no  interest  being  charged  against  theme 
I  am  not  reflecting  on  the  administration,  for  I  have 
a  pretty  good  knowledge  of  your  difficulties.     But  in  ~he 
consideration  of  this  problem  that  we  are  dealing  with  the 
point  that  his  Lordship  raises  touches  the  very  vitals  of 
the  accounts.     Take,   for  instance,   the  question  of  operating 
charges;  I  do  not  suppose  that  the  interest  on  the  equip- 
ment becomes  any  part  of  the  operating  charges. 
MR.  MacLAREN:  No. 

SIR  JOSEPH  FLAVELLE:  I  may  buy  an  engine  that  may 
cost  me  so  many  thousand  dollars,   I  have  added  to  my  oper- 
ating charges,  but  the  operating  man  does  not  know  anything 
about  that. 

MR.  MacLAREN:  Correct. 

SIR  JOSEPH  FLAVELLE:   The  operating  man  comes  along 
and  says,   "  I  want  to  reduce  my  operating  cost;  therefore  1 
want  the  security."  He  gets  it.  Then  he  says,  iT  lock  at  wh 
I  have  done.1'  But  ho  has  done  it  without  charging  himself 
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a  penny  for  the  interest  on  the  machine  which  has  done  the 
work  for  him,  or  without  charging  for  depreciation  of  that 
machine.  Consequently  it  is  not  a  true  operating  situation. 
When  I  say  that     I  mean  it  gives  a  wrong  impression  to  the 
man  who  is  operating  the  road  as  to  how  he  is  carrying  on 
unless  he  has  all  the  factors.    We  know  that  from  your 
accounts  because  there  is  a  steady  rise  in  capital  charges 
in  the  shape  of  interest. 

SIR  HENRY  THORNTON:  I  think  this  point  has  to  be 
remembered,  Sir  Joseph.     An  operating  officer  will  get 
authority  to  purchase  certain  tractive  power.     It  may  cost 
him,   let  us  say,   five  percent  to  borrow  the  money  necessary 
to  procure  that  locomotive.  On  the  other  hand  with  that 
locomotive  on  that  capital  investment  he  can  earn  ten 

percent.  That  is  a  good  thing  to  do.  If  he  did  not  proceed 
upon  that  basis  he  would  soon  be  overtaken  by  dry  rot 
obsolescence;  he  would  find  his  operating  ratio  steadily 
rising,  and  he  would  eventually  find  himself  in  the  positio 
of  not  havingany  motive  power  at  all.  That  is  exactly  what 
happened  with  respect  to  certain  capital  expenditures  which 
„I  undertook  to  explain  a  few  moments  ago. 

LORD  ASHFIELD:  That  is  one  of  the  elements  in  the 
situation  which  always  seems  to  me  to  be  very  important, 
because  it  is  quite  conceivable  that  a  railway  company  whiel 
out  of  its  revenue  year  by  year  has  not  made  provision  for 
the  replacement  of  its  rolling  stock  will  one  day  find  itse] 
in  the  position  where  if  it  is  to  function  as  a  satis- 
factory unit  it  must  buy  something  now  in  the  way  of  rolling 
stock  which  science  provides.     But  it  has  not  got  cash  for 
the  purpose.     In  fact  you  say  the  railway  is  operating 
at  a  loss.     Then  it  finds  it  difficult  to  raise  money. 
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although  it  may  know  it  is  a  very  profitable  investment  to 
make,  and,  as  you  say,  may  mean  a  return  of  ten  percent 
on  that  money.     The  difficulty  arises  because  the  financial 
situation  does  not  allow  the  railway  to  raise  the  money, 
and  not  having  the  money  laid  aside  as  a  reserve,   it  is 
unable  to  compete . 

SIR  HENRY  THORNTON:  There  can  be  no  argument  with 
respect  to  the  doctrine  that  any  railway  company 
which  ignores  its  depreciation  position,  or  allows  its 
condition  of  depreciation  to  become  such  as  you  have  des- 
cribed, will  eventually  be  overtaken  by  disaster .     I  take  it 
that  we  are  discussing  the  academic  question  now,   and  that 
it  is  not  in  the  minds  of  the  Commission  that  the  Canadian 
National  Railway  system  has  been  deficient  or  has  not 
made  proper  charges  on  account  of  depreciation.  When  you 
come  to  discuss  the  depreciation  situation  of  the  Canadian 
National  Railways,  we  shall  be  glad  to  put  at  your  disposal 
any  figures  you  may  want  in  that  respect.     I  take  it  that  we 
are  now  simply  discussing  an  academic  question. 

COMMISSIONER  LOREE:  I  understood  from  the  comptroller 
that  you  made  no  charge  for  depreciation. 

SIR  HENRY  THORNTON:  It  only  comes  in  as  a  matter  of 
retirement.     He  explained  the  policy  of.  the  Canadian  National 
Railways.     The  practical  question  is:  What  can  we  do? 

LORE  ASHFIELD:  You  do  not  want  to  fool  yourself  -~ 
let  me  put  it  that  way. 

SIR  HENRY  THORNTON:   Certainly,  I  would  not  attempt  it. 
Sut  the  whole  point  is  this:  When  my  connection  —  I  must 
speak  of  myself  personally        commenced  with  the  Canadian 
National  Railway  system  I  found  a  badly  deteriorated 
situation  which  could  not  be  caught  up  in  one  year  or  two 
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years.     Sir  Joseph,  who  was  my  predecessor  on  the  Grand 
Trunk,  had  the  same  problem  to  deal  with.     Now,  as  rapidly 
as  possible  we  have  been  catching  up  that  situation.  From 
the  figures  that  vail  be  given  you  will  be  able  to  decide 
for  yourselves  to  what  degree  it  has  been  caught  up. 

SIR  JOSEPH  FLAVELLE:  But,   Sir  Henry,  we  are  con- 
fronted with  this  situation  in  respect  to  the  Canadian 
National  Railways.  Let  me  say  at  once  that  I  am  not  critical 
of  the  administration,  I  am  only  dealing  with  the  facts; 
it  is  no  longer  an  academic  question.     The  Canadian  National 
Railway  system  steadily  accumulates  its  capital  invest- 
ment, adds  to  its  annual  charges  without  earning  money 
to  compensate  for  it. 

SIR  HENRY  THORNTON:  Well,   Sir  Joseph,   I  want  to  make 
it  quite  clear  as  far  as  this  Commission  is  concerned  that 
I  haveno  apologies  what soever  to  offer  for  the  capital 
expenditures  on  the  Canadian  National  Railways  for  the  last 
nine  years.     Further,   I  say  that  if  those  capital  expen- 
ditures had  not  been  made  there  would  be  no  Canadian  National 
Railway  system  here  today  in  the  sense  that  we  understand 
it.    We  will  be  glad  to  furnish  the  Commission  with  figures 
to  demonstrate  that  situation. 

SIR  JOSEPH  FLAVELLE:  LonTt,  Mr.   Chairman,   let  me 
leave  Sir  Henry  under  the  impression  that  I  am  criticising 
either  him  or  his  officers.     I  am  only  saying  this.  We  have 
a  great  railway  property  which  has  cost  the  government  of 
the  country  an  enormous  outlay  in  the  payment  of  deficits  — 
necessary  deficits  by  reason  of  the  condition  in  wMeh  the 
property  was  found.     I  believe  those  capital  expenditures 
were  necessary  to  cover  the  mistakes  of  the  past  which  re- 
sulted in  the  roads  being  thrown  into  the  hands  of  a 
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receiver  and  the  security  holders  taking  the  loss.  By 
reason  of  war  conditions  the  Minister  of  Finance  said, 
"  I  will  not  continue  in  my  post  if  the  credit  of  Canada 
at  this  time  is  broken  by  putting  these  properties  into  the 
hands  of  a  receiver."     Therefore,  the  government  of  Canada 
did  assume  all  these  invest  mentis  in  perpetuity,  excepting 
the  Grand  Trunk  preference  and  Grand  Trunk  common  which 
became  a  matter  of  arbitration  by  reason  of  the  Grand  Trunk 
directorate  not  being  willing  to  accept  the  offer  which 
the  government  made  to  them.     That  is  the  position  with 
which  we  are  now  confronted,  Sir  Henry.  As  a  member  of.  the 
Commission  I  turn  to  you  and  to  your  officers,  not  by  way 
of  finding  fault  but  by  way  of  constructive  suggestion 
and  ask  how  we  can  make  capital  expenditures  and  earnings 
keep  step  with  oneanother.      The  $32,000,000  of  interest 
charges  on  the  whole  system  in  1921  has  become  $57,000,000, 
and  on  the  $57,000,000  —  by  the  accident  of  a  bad  time 
which  comes  over  us  all  in  our  relations  --  apparently 
the  government  will  have  to  apply  some  $8,000,000,  I  think 
you  said.  That  is  for  fixed  charges. 

MR.  MacLAREH:  Hot  operating  revenue,  Mr.  Mallory 
said.     That  is,  gross  revenues  less  expenses.    You  must 
take  further  into  consideration  taxes  and  other  income 
items  before  you  deal  with  interest  charges. 

SIR  JOSEPH  FLAVELLE :  I  have  a  very  old   quarrel  with 
operating  accounts  in  that  they  do  not  tell  the  whole  story. 
The  only  way  in  which  a  railway  can  earn  money  is  through 
operation.    You  have  not  made  any  money  at  all  until  there 
is  some  thing  loft  for  the  shareholders;  taxes,  repairs,  end 
renewals  have  to  be  kept  up,  and  until  that  happens  there- 
is  not  any  dividend.  Now  the  government   of  Canada  say: 
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"  we  arc  so  anxious  about  this  situation  that  wc  want  you 
to  sgg  if  you  can  discover  a  way  of  remedying  the  whole 
situation."    What  I  hope    we  may  he  able  to  get  from  this 
able  body  of  railway  men  is  a  constructive  plan  to  show  how 
that  property  can  live  and  do  better.     If  these  capital 
expenditures  continue  to  pile  up  the  fact  of  the  matter  is 
that  with  the  international  money  markets  closed  against 
us  wc  cannot  float  any  loans  and  it  vail  be  difficult  for 
it  to  carry  on.     Therefore  if  these  two  roads  ought  to  be 
operated  by  one  board,  or  by  two  boards,  whereby  out  of  the 
traffic  that  can  reasonably  be  secured  the  capital  expen- 
ditures can    be  met,  we  ought  to  have  such  a  constructive 
plan.     Otherwise  it  certainly  means  that  a  situation  will 
come  about  that  will  be  very  serious .     Such  a  constructive 
plan  would  solve  the  problem  and  the  country  would  not  be 
confronted  with  the  task  of  providing  ovor  a  million  dollars 
a  week  to  take  care  of  the  deficits.     That  is  the  problem. 
I  am  not  stating  that  by  way  of  quarreling  with  what  has  bee 
done;  that  is  all  behind  us.     What  we  are  concerned  with  is 
what  can  we  do  in  the  future. 

SIR  HENRY  THORNTON :     I  am  perfectly  in  accord  with 
all  you  have  said,  Sir  Joseph,  and  certainly  we  want  to 
cooperate  and  will  to  the  fullest  possible  extent.     If  I 
spoke  with  emphasis  a  moment  ago  with  respect  to  our  capital 
expenditure  it  was  only  by  reason  of  my  knowledge  that  I 
thought  the  right  thing  had  been  done  in  the  circumstances. 
There  is  this  fact  also  to  be  remembered,   that  to  s  verv 
large  degree  the  expenditures  for  capital  and  the  things 
which  those  capital  expenditures  represent  are  in  a  reducing 
stage.     To  a  very  measurable  extent  we  have  caught  up  with 
obsolescence,  deferred     maintenance  and  a  good  many  thing ,3 
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of  that  kind  which  existed  six  or  eight  years  ago.  Therefore 
our  capital  expenditures  on  this  property  ought  to  grow  less 
instead  of  greater.     But  I  should  like  to  make  it  quite  clea 
to  this  Commission  that  insofar  as  the  depreciation  situation 
is  concerned  I  am  fully  in  accord  with  all  that  Sir  Joseph 
has  said. 

COMMISSIONER  LOREE:  I  wonder  to  what  extent  the  prac- 
tice on  which  Sir  Henry  has  based  his  remarks  follows  the 
practice  in  the  States.     We  start  out  with  a  statement  of 
revenue  from  passenger,   freight  and  other  sources;  we  follaw 
that  with  a  statement  of  expenses  divided  into  the  various 
branches,  maintenance  of  way,   equipment,   transportation  and 
so  forth.  The  difference  between  these  two  statements  is 
called  the  net  operating  revenue.  That  is  followed  by  a  ded- 
uction on  account  of  railway  tax  accruals  and  uncollectible 
revenue,  and  we  get  what  we  call  the  railway  operating  in- 
come. Then  we  take  off  equipment  rents  and  joint  facility 
rents  and  get  the  net  railway  operating  balance. 

SIR  JOSEPH  FLaVELLE:  Those  equipment  rents  are  rents 
that  accumulate  to  discharge  the  equipment  notes? 

MR.  LOREE:  Hot  at  all.     Those  rents  represent  exchang 
of  cars  with  other  railroads.  Then  from  the  net  operating  in- 
come we  deduct  the  non-operating  income  or  add  to  it  to  get 
the  gross  income.  From  that  we  make  deductions  for  interes"; 
and  we  get  the  net  income;  that  is  the  final  stage.  What  is 
left  after  payment  of  interest  leaves  a  balance  for  payment 
of  dividends  on  capital  stock,  preferred  or  common.  So  we 
have  net  operating  revenue;   railway  operating  income;  net 
railway  operating  income;  gross  income;  net  income.  There  you 
have  a  variety  of  very  confusing  expressions  that  we  are 
using  every  day. 

COMMISSIONER  LEMAN :   I  believe  Mr.  Yates  can  confirm 
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that.  Is  not  that  the  way  statistics  are  given  by  the  Depar 
trnents  of  Railways  and  Canals,  Mr.  Yates? 

MR.  YATES:  I  think  it  is  on  the  same  basis. 

SIR  HENRY  THORNTON:  Yes,    it  is  exactly  as  we  follow 

it. 

SIR  JOSEPH  FLaVELLE:  You  have  no  depreciation  there 

at  all. 

COMMISSIONER  LOREE:  Depreciation  is  charged  in  the 
operating  expenses;  it  is  part  of  the  operating  expenditures 
Operating  expenditure  is  money  paid  out  for  upkeep,  depre- 
ciation and  retirements,  that  is,  in  case  a  car  is  smashed 
up  or  torn  down,  and  the  money  paid  for  what  we  call  abandon- 
ed property,  which  is  a  piece  of  real  estate  sold    or  a 
station  torn  down  or  something  of  that  kind  as  distinguished 
from  rolling  stock. 

MR.  MacLAREN:   I  should  like  to  finish  Sir  Joseph  fs 
question  with  regard  to  the  amount  available  to  meet  fixed 
charges.     This  document  which  you  have  under  the  caption  of 
Receipts  and  Expenditures,   January  1,  1923, to  December  31, 
1930,  reflects  $242,000,000  available  to  meet  interest  due 
the  public,  which  amounts  to  $331,236,206.25. 

SIR  JOSEPH  FLAVELLE :  Y/here  is  the  difference  be- 
tween the  thirty-two  and  the  fifty-seven  or  twenty-one? 

MR.  MacLAREN:   This  is  for  a  period  of  eight  years. 

SIR  JOSEPH  FLAVELLE:   I  am  afraid  I  did  not  catch  that 
That  is  the  depreciation  for  that  period? 

MR.  MacLAREN:   No;   the  net  earnings  available  to  meet 
interest  or  fixed  charges. 

SIR  JOSEPH  FLAVELLE:  How  much  were  they  during  these 
eight  years? 

MR.  MacLAREN:  They  were  $  331,000,000  odd. 
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SIR  JOSEPH  FLAVELLE:     And  the  fixed  charges? 
ICR.  HacLAREl:  I  gave  the  fixed  charges;  the1  amount 
available  was  $251,000,000. 

SIR  JOSEPH  FLAVELLE:  And  $331, 000, 000? 
MR.  MacLAREN:  Yes,  $331,000,000. 

Sid  JOSEPH  FLAVELLE:  That  includes  all  the  deficits 
of  that  period? 

SIR  HENRY  THORNTON:  I  think  what  Mr.  MacLaren  means 
is  this:  The  figure  of  $341,000,000  represents  interest  due 
the  funded  debt  in  the  hands  of  the  public. 

MR.  MacLAREN:  Yes. 

SIR  JOSEPH  FLAVELLE:  Yes,  not  figuring  interest  due 
the  government  on  loans. 

SIR  HENRY  THORNTON:  What  Mr.  MacLaren  means  is  that 
in  the  eight  year  period,   January  1,   1923,   to  December  31, 
1930,  we  had  available  for  interest  due  the  public 
$242,000,000;   the  total  amount  due  the  public  was  $331,000,000; 
and  in  that  period  we  fell  short  practically  $90,000,000  in 
meeting  the  interest  of  the  funded  debt  to  which  you  refer 

COMMISSIONER  LEMaN:  Plus  your  capital  requirements? 

SIR  HENRY  THORNTON:   Oh  no. 

COMMISSIONER  LEMAN :  What  do  you  say  about  the 
$385,000,000? 

SIR  HENRY  THORNTON:  That  represents  the  capital  in- 
vestment; but  this  represents  the  amount  of  money  we  had  to 
apply  to  meet  interest  on  the  funded  debt  in  the  hands  of  the 
public, 

SIR  JOSEPH  FLaVSLLE:  But  the  accumulated  deficits 
during  those  years  have  run  into  hundreds  of  millions. 

MR.  MacLAREN:  That  includes  interest  due  the  govern- 
ment . 
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SIR  JOSEPH  PIAVELLE:  You  are  now  speaking  of  inter- 
est on  the  deficits: 

SIR  HENRY  THORNTON:  No.  In  this  statement  which  Mr. 
MacLaren  handed  to  me  I  am  speaking  of  interest  on  the  fun- 
ded debt  in  the  hands  of  the  public.     I  am  not  speaking  of 
interest  a^e  the  government,  because  when  you  come  to  con- 
sider that  you  will  find  you  are  getting  into  all  sorts  of 
complications  and  difficulties;  for  example, the  capital 
stock  of  the  Canadian  Northern  Railway  was  bought  for 
$10,000,000,  and  it  was  taken  into  the  government's  books  at 
$100,000,000.     You  will  find  there  are  a  good  many  things 
in  the  governments  account  which,   strictly  speaking.,  are  no 
capitalizable. 

SIR  JOSEPH  FLAVELLE:  But  it  is  the  interest  on  the 
loan  account  that  you  are  speaking  of,  and  your  lean  account 
is  such  that  you  do  not  pay  interest  on  it.  Eor  instance, 
there  is  nothing  paid  on  the  investment  in  the  National 
Transcontinental  and  the  Intercolonial;  that  is  about 
$400,000,000  now. 

SIR  HENRY  THORNTON:  No. 

SIR  JOSEPH  FLAVELLE:  Then  in  addition  there  is 
$300,000,000    and  over  in  actual  loans  apart  from  deficits, 
MR.  MacLAREN:  Loans  by  the  government? 
SIR  JOSEPH  FLAVELLE:  Yes. 

MR.  MacLAREN:  $604,000,000  to  the  end  of  D  ec ember, 

1930. 

SIR  JOSEPH  FLAVELLE:  $604,000,000,   and  $400,000,000  - 
a  billion  in  itself,     There  is  no  interest  charged  on  those 
loans? 

SIR  HENRY  THORNTON:  No. 

MR.  MacLAREN:  Pardon  me.     There  is  taken  into  the 
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account  interest  on  the  $600,000,000  leans,  which  amounts  to 
about  $32,000,000* 

THE  CHAIRMAN:  But  it  is  not  in  the  figure  just  given. 

MR.  IffacLAREH:  No.  That  is  exclusive  of  any  interest 
charges  due  the  government.     I  just  want  to  explain  with  re- 
gard to  the  $579,000,000  that  it  includes  accumulated  inter- 
est due  the  government  amounting  to  $522,000,000. 

THE  CHAIRMAN:  That  is  a  figure  we  have  not  dealt  with 

yet. 

MR.  MacLAREN:  Sir  Joseph  made  mention  of  it. 
THE  CHAIRMAN:  What  is  that? 

MR.  MacLAREN:  Interest  or  the  principal  to  the  end 
of  December,   1930,  amounting  to  $322, 000. 000 . 

SIR  JOSEPH  FLAVEL1E:  I  am  thinking  of  the  interest 
due  the  public  and  the  accumulation  of  these  charges  which 
this  year  they  speak  of  as  being  $57,000,000,  How  much  of the 
$8,000,000  is  eaten  up  with  taxes  and  other  charge's? 

MR.  MacLAREN:  I  would  not  want  to  answer  that  off- 
hand, Sir  Joseph,  but  it  will  be  about  $2,000,000  in  twenty- 
five  or  th  irty  account se 

SIR  JOSEPH  KLAVMiLE:  Will  there  be  any  relief  from 
the  $57,000,000? 

MR.  MacLAREN:  After  your  taxes,  your  credits  of 
other  income  and  your  debits  go  other  income,  you  will  pos- 
sibly have  a  million  or  two  million  dollars  to  apply  on  your 
fifty-five  or  fifty-six  million  dollars  interest  charges  due 
the  publico 

SIR  HENRY  THORNTON:  You  mean  this  year. 
MR.  MacLAREN:   This  year  —  that  is  the  question  I 
understood  Sir  Joseph  to  ask. 

SIR  JOSEPH  FLAVELLE:  During  the  weeks  we  are  at  work 
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it  might  be  helpful  if  we  could  receive  from  you  railroad 
men  constructive  suggestions  with  respect  to  the  problem  we 
are  considering.     For  example,   if  the  two  railroads  were 
operating  as  one  system  which  type  of  administration  to  uld 
be  in  charge,  the  private  as  in  the  Canadian  Pacific,   or  the 
public  as  in  the  Canadian  National?      What  are  the  advantage? 
and  disadvantages  of  such  unified  operation,  and  of  the  two 
tvpes  of  administration? 

Or  if  the  two  railway  companies  were  operated  separ- 
ately but  under  one  board  which  would  have  the  direction  of 
both  systems,  what  are  the  advantages  and  disadvantages? 

Or  if  the  two  railways  are  to  be  operated  as  at  pre- 
sent by  separate  boards,  with  authority  resting  somewhere  to 
require  cooperation  in  order  to  eliminate  unnecessary  dupli- 
cation of  services,  what  are  the  advantages  and  disadvantages 
of  this  type  of  administration?. 

In  considering  such  constructive  plans  you  will  bear 
in  mind  that  the  ultimate  test  is  the  effectiveness  of  the 
service  on  behalf  of  the  public,  and  the  effectiveness  of  the 
returns  which  make  the  systems  take  care  of  operating  and 
fixed  charges. 

MR.  MacLAREN:  I  think,   Sir  Joseph,  you  have  asked 
opuite  a  lot. 

SIR  JOSEPH  FLAVELLE:  Of  course. 

SIR  HENRY  THORNTON:  I  think  we  can  answer  those  quest 
ions.  It  is  something  that  will  have  be  discussed  between  Mr. 
Beatty  and  myself. 

THE  CHAIRMAN:   You  will  have  several  weeks  to  consider 

it. 

SIR  HENRY  THORNTON:   That  will  be  something  for  us  to 
consider.  It  involves  a  question  almost  of  national  policy. 
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SIR  JOSEPH  FLAVELLE:  We  have  to  face  it  sometime, 
and  I  mention  it  now  because  it  will  take  a  good  deal  of 
doing.     That  is  why  I  raise  the  questions  this  early  in  the 
day. 

SIR  HENRY  THORNTON:  It  is  quite  conceivable  that  you 
may  come  ba.ck  from  the  west  with  some  ideas  yourself  -- 
LORD  ASHFIELD:  Possibly. 

SIR  JOSEPH  FLAVELLE:  But  after  all  it  is  a  railroad 

matter. 

SIR  HENRY  THORNTON:  —  if  I  may  be  so  complimentary. 

THE  CHAIRMAN:  But  we  have  not  been  at  the  v/ork  so  long 
as  you  have,  Sir  Henry. 

Is  there  anything  further,  gentlemen? 

SIR  HENRY  THORNTON:  There  is  nothing  I  have  to  say, 
Mr.  Chairman. 

MR.  MacLAREN:  I  should  like  to  make  one  more  state- 
ment, Mr.  Chairman,  I  think  it  is  right  you  should  have  it. 
Under  the  Canadian  classification  government  railway  accounts- 
I  am  not  sure  whether  the  Canadian  Pacific  operate  under 
that  classification  or  not  —  it  is  provided  that  there  shall 
be  set  up  no  depreciation  of  equipment,   that  retirements  of 
equipment     shall  be  made  only  Ytfien  the  physical  retirement 
is  made. 

LORD  ASHFIELD :  What  Canadian  classification  do  you 

mean? 

MR.  MacLAREN:  The  classification  prepared  by  the 
Department  of  Railways  and  Canals.     It  was  afterwards  taken 
over  by  some  other  department  I  think. 

THE  CHAIRMAN:  Mr.  Yates  will  be  able  to  tell  us  about 
that .  | 

MR.  MacLAREN:  Yes. 
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THE  CHAIRMA.lr :  Thank  you  very  much.   Sir  Henry. 

SIR  HENRY  THORNTON:  I  again  apologize,  Mr.  Chairman, 
for  making  such  a  long  rambling  statement . 

THE  CHAIRMAN:  When  we  meet  again  perhaps  some  of  us 
may  know  a  little  more  about  the  subject. 

3IE  HENRY  THORNTON:   I  am  sure  you  will.  Is  tnere 
anything  further? 

THE  CHAIRMAN:  Nothing,   thank  you. 

(At  60SO  p.m.  the  Commission  adjourned 
until  10.00  a.m.  tomorrow,  Saturday, 
December  5. ) 
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ROYAL  COMMISSION  ON  RAILWAYS  AND  TRANSPORTATION 


The  Royal  Commission  appointed  to  inquire  into 
the  whole  problem  of  transportation  in  Canada,  parti- 
cularly in  relation  to  railways,   shipping  and  communi' 
cation  facilities  therein,  having  regard  to  present 
conditions  and  the  probable  future  developments  of 
the  country,  met  at  the  Parliament  Buildings,  Ottawa, 
on  Saturday,  December  5,  1931. 


PRESENT: 

RIGHT  HON.  LYMAN  POORE  DUFF,  P.C.,  Chairman 
RIGHT  HON .  LORD  ASHFIELD 
SIR  JOSEPH  W.  FLAVELLE,  Bart. 
BEAUDRY  LEMAN,  Esq, 
LEONOR  FRESNEL  LOREE,  Esq. 
WALTER  CHARLES  MURRAY,.  Esq. 
JOHN  CLARENCE  WEBSTER,  Esq. 


Commissioners 


Arthur  Moxon,  Esq.,  Secretary 

George  W.  Yates,  Esq. ,Assi stant  Secretary 


Officials  of  Canadian  Pacific  Railway  Company 

E.  W.  Beatty,  K.C.,  President 
Grant  Hall,  Vice  President 

D.  C.  Coleman,  Vice  President  Western  Lines 
W.  H.  Curie,  K.C.,  General  Counsel 

E.  E.  Lloyd,  Comptroller 

J.  M .  R.  Fairbairn,  Chief  Engineer 

To  C.  MacNabb,  Engineer  of  Construction 

Western  Lines 

E.  A.  Leslie,  Assistant  Comptroller 
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Parliament  Buildings , Ottawa , 
Saturday,  December  5,  1931, 

MORN IN 3  SESSION 
The  Commission  met  at  10.30  a.m, 
THE  CHAIRMAN :    Mr.  Beatty. 

MR.  E.  W.  BEATTY  (Chairman  and  President,  Canadian 
Pacific  Railway  Company):     Mr.  Chairman.-  the  officers  who 
accompany  me  are  Mr.  Grant  Hall,  whom  you  asked  to  he  here 
to-day,  our  Vice-President;  Mr.  D.  C.  Coleman,  Vice-Presiden 
Western  Lines,  who  will  accompany  your  Commission;  Mra  Lloyd 
our  Comptroller;  Mr.  Leslie,  Assistant  Comptroller,  who  will 
accompany  you;  Mr.  Fairbairn,  our  Chief  Engineer,  ana  Mr. 
McNab,  our  Chief  Engineer  of  Construction,  who  will  aloo 
accompany  you.      Mr.  Curie  is  with  me. 

Now,  I  took  your  intimation  rather  literally  that 
you  would  like  me  to  come  prepared  with  a  statement  reduced 
to  the  form  of  a  memorandum,  and  perhaps  that  is  the  quick- 
est way  I  could  deal  with  the  question. 

The  position  of  the  Company  I  represent  is  not 
quite  analagous  to  that  of  the  Government  or  its  railway 
system,  but  we  are  naturally  affected  by  the  same  set  of 
economic  and  traffic  conditions  in  Canada  and  the  United 
States  which  have  affected  the  operations  of  the  Canadian 
National  Railways.       The  depression  through  which  the 
country  has  passed,  particularly  in  the  last  two  years, 
has  involved  serious  decreases  in  our  gross  and  net 
earnings,  necessitating  drastic  economies  throughout  the 
whole  of  the  Company's  system  and  compelling  limitation 
of  our  distribution  to  our  shareholders.      The  effects 
of  the  depression  in  Canada  have  been  accentuated  by  a 


• 


-  126  -  Mr,  Beatty 

* 

succession  of  partial  crop  failures  in  the  West  which, 
accompanied  by  the  difficulty  in  disposing  of  our  prin- 
cipal products  at  profitable  prices,  has  greatly  reduced 
the  purchasing  power  of  the  Canadian  people . 
I  might  say  at  this  point  that  the  crop  failures  particular- 
ly affectea  the  Canadian  Pacific,  being  in  the  main  in  the 
territory  served  by  their  lines. 

In  its  fifty  years  of  operation,  the  Company  has 
never  experienced  such  an  acute  recession  in  gross  earnings 
as  it  has  experienced  in  1930  and  1931,  and  that  this  cir- 
cumstance is  largely  responsible  for  present  unsatisfactory 
net  earnings,  is  indicated  by  the  fact  that  if  it  enjoyed 
this  year  the  gross  earnings  of  1928,  it  would  be  able 
to  pay  10  per  cent  dividends  and  have  a  surplus  of  between 
three  and  four  million  dollars,  and,  if  the  averags  earn- 
ings per  mile  of  the  Company  during  the  eight  years  ending 
December,  1929,  were  received  in  1931,  the  Company  would 
have  earned  all  its  present  fixed  charges,  preference 
dividend  and  over  9  per  cent  on  its  ordinary  capital 
stock,  and  this  notwithstanding  the  increase  in  its  capi- 
tal and  funded  debt , 

The  Company's  directors  do  not  look  forward  to 
future  years  with  apprehension,  believing  that  under  any- 
thing like  normal  conditions ,  the  earnings  of  the  Company- 
will  be  adequate,  but  they  appreciate  that  the  general 
transportation  situation  in  Canada  commands  tfa-cognition 
and  that  the  national  interest  demands  that  transporta- 
tion burd.ns   should  be  lightened.       If  they  can  be 
lightened  or  any  measures  adopted  which  will  assure  to 
the  rail  companies  traffic  now  moving  by  competitive 
transportation  agencies,  the  Company  as  a  heavy  taxpayer 
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and  a  national  transportation  agency  will  participate  in 
the  benefits. 

We  have,  therefore,  approached  the  problem  which 
has  "been  submitted  to  the  Commission  from  the  standpoint 
of  what  is  in  the  interests  of  the  country,  believing 
that  in  the  last  analysis  that  will  be  in  the  interests 
of  the  owners  of  our  property,  particularly  if  the  Com- 
mission is  able  to  devise  means  whereby  waste  will  be 
eliminated  or  lessened  and  permanent  economics  effected. 
Now  that  the  problems  are  to  be  weighed  and  considered 
in  an  impartial  spirit,   I  believe  that  it  will  be  found 
possible  to  devise  ch.an.ges  in  policies  and  practices 
which  will  be  to  the  advantage  of  security  holders,  and 
which  will  contribute  to  the  national  well-being, 

The  Company  has  no  major  transportation  enterprise 
in  prosecution  or  in  contemplation  for  the  next  few  years, 
though,  of  necessity,   its  policies  are  subject  to  revision 
if  any  change  in  the  economic  or  transportation  situa- 
tion should  take  place  which  would  warrant  new  ventures 
or  large  capital  expenditures.       I  think  I  am  safe  in 
saying,  however,  that  nothing  save  ordinary  improvements 
and  betterments,  which  are  of  necessity  continuous,  lie 
before  us  in  the  immediate  future. 

Canada  presents  a  railway  transportation  situa- 
tion which  is  unique  in  character,  offering  as  it  does 
the  spectacle  of  a  publicly  owned  system  and  a  privately 
owned  system,  each  operating  from  the  Atlantic  to  the 
Pacific  and  competing  with  eacb  other  in  service  and 
facilities.       In  some  other  countries  the  railways  are 
ovspied  partially  by  the  state  and  partially  by  private 
investors,  notably  in  France,  but  there,  as  I  understand 
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it,   they  function  in  different  zones  and  supplement  each 
other  in  providing  for  the  national  necessities.  Your 
Commission  will,  no  doubt,  feel  called  upon  to  consider 
if  the  present  arrangement  is  based  on  a  sound  economic 
principle.       If,  on  one  hand,  the  privately  owned  system 
finds  it  is  unable  to  maintain  its  credit  in  an  unequal 
struggle  with  the  Mng  purse  of  the  state,   a  grave  in- 
justice will  be  done  to  the   shareholders  of  a  corpora-  ^ 
tion  which  has  fulfilled  its  fifty-year  old  contract  with 
the  nation,  and  which  has  made  its  full  contribution  to 
the  upbuilding  of  the  Dominion.       Such  a  consummation 
would  cause  most  serious  injury  to  the  reputation  of  this 
young  country  as  a  field  for  private  investment.      If,  on 
the  other  hand,   the  publicly  owned  system,  because  of 
sectional  or  political  interest,  or  because  of  an  attempt 
to  duplicate  the  facilities  already  provided,  Is  forced 
into  further  heavy  capital  expenditures,   the  burden  on 

the  general  taxpayer  will  become  intolerable. 

While  I  presume  the  members  of  the  Commission 
are  familiar  with  the  history  of  the  Canadian  Pacific, 
I  would  like  to  refer  very  briefly  to  the  objects  for 
which  it  was  created.       It  is  essentially  a  national 
undertaking.       It  was  a  term  of  the  entry  of  British 
Columbia  into  confederation  in  1971  that  the  Dominion 
would  procure  the  construction  of  a  railway  connecting 
the  seaboard  of  British  Columbia  with  the  railway  system 
of  the  eastern  provinces.      The  project  was  commenced  as 
a  government  work,  but,  after  ten  years,  progress  had 
been  so  unsatisfactory  that  only  a  small  part  of  It  was 
completed  or  under  construction,  and  Parliament  deta;-- 
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mined  to  commit  the  construction  and  operation  of  the 
line  to  a  company  to  be  aided  by  subsidies  of  land  and 
money.       For  those  purposes  the  Canadian  Pacific  Railway 
Company  was  incorporated  by  Charter  issued  in  1881c  under 
the  provisions  of  the  Statute  44  Victoria,  Chapter  1.  By 
the  terms  of  the  contract  embodied  in  the  Charter,  the 
railway  was  to  be  completed  on  or  before  May  1,  1891. 
As  a  matter  of  fact  it  was  completed  five  years  earlier . 
To  give  full  effect  to  the  provisions  of  union,  it  was 
made  a  term  of  the  contract  that  the  Company  "shall  for- 
ever efficiently  maintain,  work  and  run  the  Canadian 
Pacific  Railway". 

How  the  Company  has  carried  out  this  obligation 
will  be  found  in  its  record  of  steady  growth  and  improved 
service  during  the  fifty  years  that  have  elapsed  since 
its  incorporation. 

To  imple  ment  the  contract  with  the  Government,  the 
property  has  been  continuously  improved  and  is  to-day  in 
excellent  physical  condition  for  efficient  and  economical 
operation.       Its  development  has  been  accompanied  by  con- 
servative financial  policies.      The  value  of  its  assets 
is  greatly  in  excess  of  the  figure  at  which  they  are 
carried  in  the  balance  sheet.       Its  capitalization  is 
well  balanced,  the  funded  debt  representing  only  forty- 
nine  per  cent  of  the  total.       Its  fixed  charges  per  mile 
amount  to  $1,023  and  the  capitalization  is  $59,345  per  -. 

mile  of  railway. 

The  low  capitalization  and  the  comparatively  easy 
load  of  fixed  charges  has  enabled  the  Company  in  the  pas 
to  keep  its  service  charges  at  an  unusually  low  level. 
In  dealing  with  the  question  of  rates,  the  Board  of  Rail 
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way  Commissioners  has  for  years  taken  the  Canadian 
Pacific's  operations  and  financial  position  as  a  yardstick, 
disregarding  the  financial  structure  of  other  companies 
on  the  ground  that  to  ..provide  for  their  necessities  would 
place  an  excessive  burden  on  the  traffic  of  the  countryo 
I  might  interject,   sir,  that  that  policy  of  the  Railway 
Board  is  evidenced  by  an  order  in  council  passed,  I  think, 
in  1917  or  1918  in  which  the  Government  of  that  day,  under 
•the  War  Measures  Act,  directed  the  Railway  Commission  to 
follow  that  practice  and  regard  only  the  Canadian  Pacific 
results  in  considering  rate  questions. 

When  the  line  to  the  West  was  opened  in  1886,  the 
total  mileage  of  the  Company  in  operation  was  4,338;  in 
1920  this  had  increased  to  13,402  miles.       In  1886  the 
Company  owned  372  locomotives  and  8,253  freight  cars; 
in  1920  the  Company  owned  2,255  locomotives  and  88,057 
freight  cars.       In  1886  the  number  of  tons  of  freight 
carried  was  2,046,195,   included  in  which  was  10,960,582 
bushels  of  grain.       In  1920  the  number  of  tons  of  freight 
carried  had  increased  to  30,160,134,   included  in  which  was 
172,536,485  bushels  of  grain.       In  1889,  the  first  year 
for  which  the  figure  is  available,  the  average  freight 
train  load  was  162.2  tons;  in  1920,  on  a  comparable  basis, 
it  was  529.2  tons.       In  1886  the  total  train  mileage  was 
5,024,148;   in  1920  it  had  increased  to  46,767,790;  1,429 
miles  of  line  were  double  tracked.      The  weight  of  rail 
in  the  main  line  track  had  increased  in  that  period  from 
56  pounds  to  the  yard  to  85  pounds.       Temporary  wooden 
bridges  were  replaced  by  permanent  structures,  the  road 
bed  strengthened  and  track  materials  improved.  These 
comparisons  show  growth  both  in  facilities  and  in  traffic. 
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At  this  point  may  I  refer  the  Commission  to  some 
now  official  documents  which  they  might  care  to  consider 
in  dealing  with  this  question.       There  is  the  Drayton- 
Acworth  Report  made  in  1917,  the  facts  outlined  in  which 
may  be  regarded  as  official.       The  conclusions  speak  for 
themselves.       There  is,   in  addition,  the  late  Lord  Shaugh- 
nessy's  address  to  the  shareholders  of  the  Company  in  1918, 
which  proved  to  be  his  valedictory,  containing  a  review  of 
the  Company's  operation  up  to  that  date.      Among  the  pub- 
lic documents  of  the  country,  there  is  his  letter  to  the 
then  Prime  Minister  in  1921,  with  memorandum  attached,  and 
also  there  is  the  report  of  the  Special  Committee  of  the 
Senate  to  inquire  into  the  railway  situation  in  1925. 
Extra  copies  of  these  last  three  documents  have  been  print- 
ed and  are  available  should  the  Commission  require  them. 

I  think  it  would  be  informing  to  the  Commission  were 
I  to  summarize  briefly  the  operations  of  the  Company  dur- 
ing the  past  ten  years.       I  have  taken  this  period  as  it 
generally  synchronizes  with  the  period  of  the  consolida- 
tion of  the  companies  now  forming  the  National  System. 

The  Annual  Reports  for  the  period  record  the 
operations  of  the  Company  from  year  to  year,  and  its  plans 
for  future  development.       They  are  available  for  each  mem- 
ber of  the  Commission. 

They  do  not,  however,  reveal  in  all  its  phases 
the  steady  improvement  that  has  been  made  in  transporta- 
tion service.      There  has  been  a  general  speeding  up  of 
the  running  time  of  fast  freights  between  the  principal 
terminals  in  the  country.       For  instance,   in  1930  the 
scheduled  running  time  of  the  fast  freights  between  Mon- 
treal and  Vancouver  had  been  reduced  by  practically  three 
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days  from  the  time  of  1921.       Innumerable  changes  have 
been  made  in  the  routine  of  handling  freight  in  terminals 
to  permit  of  more  prompt  and  convenient  handling.  Pas- 
senger services  have  been  accelerated.      As  much  as  half 
a  day  has  been  cut  off  the  running  time  between  Montreal, 
Toronto  and  Vancouver.       The  rolling  stock  equipment  is 
the  equal  of  any  on  this  continent. 

The  improvement  in  service  was  accompanied  by 
successive  reductions  in  unit  operating  costs,  partly  made 
possible  through  capital  expenditures  for  additions  and 
betterments  and  partly  through  improved  operating  prac- 
tices.      For  instance,  in  1921  it  took  135.3  pounds  of 
coal  to  move  a  thousand  tons  of  freight  and  cars  for  the 
distance  of  one  mile;  in  1930  this  figure  was  112.7  pounds, 
In  1921  the  payments  made  by  the  Canadian  Pacific  for 
loss  and  damage  to  freight  amounted  to  1.54  cents  per 
dollar  of  freight  and  switching  revenue;  in  1930  this 
figure  was   .476  cents,  representing  one  of  the  best  per- 
formances on  this  continent.       In  1921  the  train  operat- 
ing cost  of  hauling  one  thousand  tons  of  freight  and  cars 
one  mile  was  85.56  cents;   in  1930  this  cost  was  57.50 
cent  s . 

The  Company  expended  from  1920  to  193C. 

$219,255,331  on  additions  and  betterments  to  its  railway 

property,  made  up  as  follows: 

New  lines    ..................  .#69^97,347 

Additions  and  betterments 

to  roadway  ..............  77,872,835 

Rolling  stock  equipment   .  ....  71,353,884 

Lake  and  river  steamers   . . . .  531,265 

#219, 255,331 

The  period  under  review  has,  as  I  have  stated, 

seen  constantly  increasing  competition  between  the 
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railways.       I  do  not  think  that  I  can  with  propriety  an- 
ticipate your  appraisement  of  a  situation  which  involves 
investment d  of  such  huge  proportions,   and  which  is  attend- 
ed by  as  many  perplexing  complications,  but  it  must  be 
concdded  that  too  high  a  price  can  be  paid  for  the  ad- 
vantage    of  competition.       This  applies  both  to  service 
and  to  expenditures  on  works  of  expansion  and  development. 
At  the  same  time,   I  believe  you  will  find  that  Canada  has 
a  land  transportation  service  equal  in  quality  to  that  of 
any  other  country,  that  its  producers  enjoy  the  lowest 
scale  of  freight  rates  per  mile  on  bulk  commodities  that 
exists  anywhere,  and  that  an  unusually  large  proportion  of 
the  population  are  dependent  for  their  means  of  livelihood 
on  the  continuous  operation  and  prosperity  of  the  railway 
companies.      That  the  extent  and  intensity  of  the  com- 
petition to  which  I  have  referred  is  not  warranted  under 
present  day  traffic  and  earnings  conditions  has  been 
recognized  by  the  railway  companies,  and  the  Executives 
of  the  two  companies  have  willingly  cooperated  in  reducing 
costs  where   joint  action  was  desirable  and  possible.  We 
have  by  mutual  agreement,  reduced  passenger  train  ser- 
vices and  inaugurated  new  practices  for  purposes  of 
economy.       Discussions  on  these  subjects  have  been  prac- 
tically continuous  during  recent  months  and  have  followed 
numerous  others  for  the  joint  use  of  terminals  and  track- 
age.      There   is,  however,  a  limit  to  which  competing  sys- 
tems can  go  in  acts  of  cooperation  so  long  as  they  are  dis- 
tinct and  independent  units  under  different  ownership,  I 
do  not  mean  to  suggest  that  this  limit  has  been  reached, 
but  that  it  will  be  at  least  approached  during  the  next 
year  would  seem  to  be  reasonably  certain.       I  would  draw 
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the  attention  of  the  Commission  to  the  fact  that  the 
savings  through  this  form  of  cooperation  are  necessarily 
restricted  as  they  affect  a  series  of  local  situations. 
It  cannot  change  the  general  situation  which  rests  upon 
stronb  competition  between  the  two  systems.       It  may  be 
expected  furthermore  that  when  normal  conditions  are  re- 
established in  Canada ,  public  demands  upon  the  companies 
will  be  increased,  and  they  will  be  exacting.      A  publicly 
owned  railway  is  particularly  subjected  to  such  demands, 
and,  because  of  that  fact,   its  private  competitor  is  under 
additional  pressure. 

Due  account  will,  no  doubt,  be  taken  by  your  Com- 
mission of  forms  of  competition  by  which  encroachments 
are  being  made  on  the  earnings  of  both  companies.  It 
has  been  the  policy  of  this  country  to  develop  and  im- 
prove our  waterways  where  possible,  to  make  them  avail- 
able for  the  movement  of  traffic.      As  no  tolls  are 
charged,  the  interest  on  the  investment  involved  is  paid 
by  the  general  taxpayer,  and  this  permits  the  applica- 
tion of  rates  of  carriage  below  the  cost  of  railway  opera- 
tion.     Whether  this  policy  should  be  pursued  on  the  pre- 
sent or  on  a  larger  scale  should  be  a  matter  for  your 
consideration,  giving  appropriate  weight,  of  course,  to 
the  incidental  advantage  which  might  be  attached  to  such 

national  works.       The  competition  of  the  private  auto- 
mobile, buses  and  trucks  has  made  serious  inroads  on 
railway  traffic  in  this  country  as  it  has  done  in  other 
parts  of  the  world,  particularly  in  the  United  States. 
It  has  been  suggested  that  the  railway  companies  should 
have  grappled  with  this  menace  earlier,  and  made  repre- 
sentations to  legislative  bodies  for  some  form  of  pro- 
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tection,  but  the  reply  to  that  is  that  the  situatio  n  had 
to  reach  a  certain  point  before  it  could  be  comprehended 
and  its  consequences  recognized  and  not  merely  surmized. 
Canada  has  been  to  an  especial  and  oeculiar  extent  depen- 
dent on  railway  lines  for  the  opening  up  of  its  territory 
and  the  maintenance  of  a  proper  relationship  between  the 
industrial  East  and  the  agricultural  West.       If  the  rail- 
ways are  to  be  reduced  to  a  supernumerary  position  in 
the  transportation  field  and  used  only  as  a  convenience 
when  other  means  are  not  available,  it   is  obvious  that 
their  future  development  policies  must  be  revised  to  mset 
the  new  condition.       It  would  seem  not  unreasonable  to 
suggest  that  as  the  railway  companies  are  required  to 
provide  their  own  right-of-way,  to  submit  to  regulation 
in  the  matter  of  service  and  rates,   to  pay  out  large  sums 
in  municipal,  provincial  and  federal  taxation,  competing 
agencies  should  likewise  pay  their  proper  share  of  the 
expenses  of  government  administration,  and  assume  all  the 

obligations  imposed  on  existing  common  carriers. 

""hatever  the  opinion  which  may  be  formed  by  this 
Commission  as  to  the  relationship  which  should  exist 
between  the  two  major  railway  systems,  or  between  either 
or  both  and  the  state,  there  are  certain  broad  consider- 
ations which  I  commend  to  their  consideration.  The 
direct  and  indirect  financial  obligations  of  this  country 
are  enormous,   when  it  is  remembered  that  they  must  be 
borne  on  the  shoulders  of  ten  million  people.       Some  not 
familiar  with  the  assets,  tangible  and  intangible,  on 
which  we  can  rely  might  regard  the  load  as  crushing,  if 
not  ruinous.      But  while  denying  our  inability  to  master 
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successfully  our  present  problems,  we  must  admit  that 
somewhere  in  the  offing  is  a  definite  breaking  point . 
Before  the  situation  becomes  dangerous  we  must  take  meas- 
ures to  reduce  the  imposts  on  individuals  and  on  industry. 
We  should  increase  the  volume  of  production  and  multiply 
the  number  of  producers.      At  a  time  when  we  have  many 
citizens  unemployed  and  when  our  most  important  products 
are  vainly  seeking  profitable  markets,   it  may  appear  in- 
opportune to  press  such  a  suggestion.       Nevertheless,  alon 
that  line  and  no  other  lias  the  road  to  permanent  prosper- 
ity.     We  must  secure  by  such  means  as  lie  in  our  power 
stable  markets  for  our  major  products,  to  absorb  not  only 
what  we  now  produce  but  a  much  greater  volume.      When  the 
world  again  reaches  normal  conditions  with  respect  to 
international  exchange  and  trade,   the  obtaining  of  such 

rkets  should  not  be  an  insuperable  task.      We  should  be 
ble  to  undersell  any  possible  competitor  as  far  as  the 
products  of  our  farms,  mines  and  forests  are  concerned. 
We  have  inexhaustible  reserves  in  soil,  mineral  deposits 
(including  coal)  and  timber.       Although  the  hydro-electric 
power  development  in  the  country  has  been  great,  we  have 
still  many  untapped  sources  cf  power.       The  handicap  of 
distance  is  largely  overcome  by  low  freight  rates  to 
tidewater;  we  have  a  banking  system  easily  adaptable  to 
the  ever-varying  needs  of  trade  and  industry,  and  our 
system  of  government  is  such  that  capital  can  here  seek 
a  field  of  investment  with  every  guarantee  of  security. 

Having  explained  to  you  the  position  and  prospects 
of  the  Canadian  Pacific,  and  having  suggested  for  your 
consideration  certain  general  policies  which  might  be 
considered  for  future  adoption,  may  I  briefly  restate 
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the  factors  which  have  made  it  imperative  that  our 
transportation  problem  should  have  immediate  attention; 

FIRST,  Canada  is  a  country  of  great  distances 
and  relatively  small  population,  with  more  railway  mileag 
and  railway  facilities  than  it  needs  or  can  properly 
support  under  present  day  conditions. 

SECOND,  our  freight  rate  schedule,  which  is  the 
lowest  in  the  world,  during  a  prolonged  period  of  lean 
traffic  does  not  provide  sufficient  returns  to  meet  the 
necessities  of  the  railway  companies.      This  schedule 
was  designed  to  encourage  the  interchange  of  commodities 
between  the  eastern  and  the  western  portions  of  the  coun- 
try, and  to  foster  our  foreign  trade.       I  am  doing  no 
more  than  indicating  this  fact  because,  obviously,  the 
remedies  and  the  character  of  them  to  be  provided  through 
changes  in  freight  rate  schedules,  is  a  subject  which  by 
statute  is  referred  to  the  Board  of  Railway  Commissioners 
All  freight  rates  in  Canada  are  subject  to  the  approval 
of  the  Railway  Commission  --  and  most  of  them  have  been 
determined  by  the  Board  after  long  hearings  --  save  those 
on  grain  and  grain  products  in  Western  Canada  which  are 
fixed  by  statute  known  as  the  Crow's  Nest  Pass  Act  and 
supplementary  legislation. 

THIRD,  at  a  time  of  subnormal  traffic,  the 
situation  has  been  aggravated  by  severe  competition  be- 
tween the  railways  themselves  and  between  themi.-and  out- 
side highway  transportation  agencies.       The  exact  extent 
to  which  rail  lines  have  lost  in  traffic  to  motor  com- 
petition cannot  be  accurately  determined,  but  the  com- 
panies have  prepared  a  great  deal  of  information  on 
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the  subject  which  will  "be  made  available  to  the  Commission 

Your  Commission  has  been  entrusted  with  a  great 
responsibility  and  is  faced  with  a  task  bristling  with 
difficulties.       In  discharging  that  task  you  will  have 
the  sympathy  and  goodwill  of  the  Canadian  people  who 
fully  recognize  the  extent  of  the  sacrifice  of  time  and 
effort  you  have  undertaken  to  make.      Undoubtedly  your 
inquiry  will  do  much  to  clarify  the  situation,  and  your 
report  will  be  awaited  in  the  confident  hope  that  it 
will  afford  both  light  and  guidance. 

That,  Mr.  Chairman,  concludes  the  memorandum  which  I  have 

prepared . 

I  have  referred  to  the  rate  situation  in  Canada, 
and  I  would  like  to  say  a  word  about  it  in  very  general 
terms.       I  appreciate  that  it  is  one  of  the  circumstances 
that  you  are  justified  in  taking  into  consideration  in  deal- 
ing with  our  general  transportation  problem,  and  this  re- 
gardless of  the  powers  conferred  upon  the  Board  of  Railway 
Commissioners.       Railway  rates  in  Canada  have  been  never 
quite  adequate,  based  upon  comparisons  with  those  existing 
in  the  United  States.       They  have  always  been  fixed  in  re- 
lation to  the  Canadian  Pacific  Railway,  because  it  was  the 
cheapest  operated  railway,  and  the  wealthiest;  and  I  think 
the  fact  that  the  Canadian  Pacific  was  in  past  years  able 
to  operate  under  these  rates  and  still  earn  adequate  reven- 
ues was  one  of  the  considerations  that  influenced  the  Com- 
mission in  their  various  rate  deliberations.       It  seems  to 
me  that  rates  must  be  given  their  proper  place,  but  no  more 
than  their  proper  place,  in  your  consideration  of  this 
subject.       In  my  judgment,   increased  railway  rates  is  not 
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the  panacea  for  our  difficulties  that  some  people  are  apt 
to  think.      To  begin  with,  we  cannot  make  increases  as 
readily  as  we  could  a  few  years  ago.      We  are  held  down  by 
competitive  conditions  both  on  water  and  on  land,  and  some 
of  those  conditions  are  comparatively  new.       It  is  true  that 
transportation  companies  are  entitled  to  a  fair  rate  for  the 
services  that  they  perform  in  the  public  interest,  and  that 
rate  should  have  relation  to  the  cost  and  the  value  of  the 
service.      But  we  are  in  a  period  of  acute  depression,  and 
the  producers  and  manufacturers  of  Canada  have  felt  the  con- 
sequences of  that  depression  almost  as  much  as  we  have  our- 
selves.      To  ask  that  there  be  made  applicable  a  freight  in- 
crease sufficiently  large  to  rehabilitate  these  railways  com 
pletely  and  give  them  adequate  earnings  is,   I  think,  asking 
little  too  much.       I  believe,  therefore,   that  it  has  its 
place  in  the  scheme  of  things,  but  whether  or  not  you  would 
think  or  will  find  after  your  deliberations  are  concluded 
that  that  would  be  a  cure  for  our  ills,  I  have  grave  doubt, 

I  do  not  believe  that  standing  by  itself,     important  though 
it  may  be  as  a  factor,   it  would  be  sufficient  to  correct  the 
obvious  disabilities  under  which  the  railways  are  labouring 
at  the  present  time.       I  appreciate,  too,   sir,  that  we  can- 
not very  well  -- 

THE  CHAIRMAN:     A_'e  you  referring  now,  Mr.  Beatty, 
to  the  general  rate  level,   or  especially  to  the  situation 
created  by  the  Crow's  Nest  Pass  legislation? 

MR.  BE ATT Y :  As  to  that,  sir,  I  am  speaking  of  the 
general  rate  level.  But  the  Crow!s  Nest  Pass  situation  is 
one,  of  course,  that  has  special  phases  and  features  that  1 
think  are  peculiar  to  this  Dominion.  The  Crow's  Nest  Pass 
rates  were  put  into  effect  in  consequence  of  an  ogreement 
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made  "by  Sir  William  Van  Home  in  1897  whereby  the  Government 
of  Canada  gave  a  subside,  of  either  $3, 200,000  or 
$3,400,000  for  the  construction  of  the  Crow's  Nest 

Pass  Railway.       Sir  William  thought  that  grain  rates  would 
always  have  to  be  low  in  Canada,  because  of  our  distances! 
that  the  producer  was  under  a  handicap;  he  had  to  get  to 
tidewater;  he  had  to  sell  his  grain,   if  it  was  export 
grain,  as  it  was  expected  it  would  be,  in  Liverpool,  and 
therefore  it  was  absolutely  essential  in  the  national  inter- 
est that  the  rates  from  the  prairies  to  Fort  William  and 
those  were  the  only  rates  under  consideration  at  that  time 


THE  CHAIRMAN:     Grain  rates,  through  rates? 

MR.  BEATTY:     Yes,  through  rates  based  on  Fort 
William  —  that  they  had  to  be  low.      Well,  that  was  a 
national  view;  the  rates,  of  course,  were  political  rates, 
in  a  sense.       Then  following  that,   only  a  year  or  so  later, 
Sir  William  Mackenzie  made  his  agreement  with  the  Province 
of  Manitoba  which  reduced  the  then  rates,  consequently  be- 
tween then  and  the  war  period  the  Crow's  Nest  Pass  rates 
were  never  in  effect.       They  were  lower  rates,. and  those 
were  the  rates  which  the  Mackenzie  and  Mann  agreement  with 
Manitoba  made  inevitable.       Those  rites  were  established 
again,  of  course,  as  part  of  a  contract  under  which  the 
railway  received  consideration  from  the  Government  of 
Canada.       We  have   suffered  bv  distances  in  Canada,  and 
this  was  one  of  the  compensations  that  in  1897  we  delibera- 
tely gave  to  the  West  in  order  to  aid  western  development. 
Now,  the  theory  of  those  rates  has  been  continued  by  statu 
ever  since  —  only  temporarily  disrupted  or  interrupted 
during  the  period  of  the  war  --  and  later  the  scale  was 
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extended  not  only  to  the  rates  to  Fort  William,  which  was 
the  only  outlet  in  1897,  hut  to  the  Pacific  Coast,  and  to 
branch  lines  which  were  not  in  existence  at  the  time  the 
original  agreement  was  made. 

THE  CHAIRMAN:     Then  I  suppose  Sir  William  Van  Home's 
consideration  would  be  applicable  only  to  the  rates  that  were 
subsequently  in  effect. 

MR.  BEATTY:     The  same  theory  was  considered,  sir, 
as  being  sufficient  to  justify  special  treatment  with  respect 
to  those  rates . 

SIR  JOSEPH  FLAVELLE:     You  mean  special  treatment  by 

Parliament  ? 

MR.  BEATTY:     Yes  sir.       I  am  only  mentioning  that  to 
show  the  difficulty  we  would  have  in  convincing  governments 
and  others  that  a  blanket  increase  in  all  rates  should  be 
granted  to  us.      We  would  immediately  meet  very  powerful 
political  and  national  objections. 

LORD  ASHFIELD:     And  commercial  objections  as  well. 
MR.  BEATTY:     Not  so  much  commercial  objections, 
Lord  Ashfield,  because  it  was  largely  the  position  of  the 
producer  in  Western  Canada  that  induced  this  special  treat- 
ment.      It  was  an  attempt  to  encourage  our  agricultural  pur- 
suits In  the  West. 

THE  CHAIRMAN:     They  wdtjlM  Uto  sc&sm^ML  in  s0  far 
as  a  large  number  of  producers  out  there  are  interested  in 

these  rates. 

MR.  BEATTY:  Exactly. 

LORD  ASHFIELD:     They  might  object  if  there  was  any 

increase  in  the  rates. 

MR.  BEATTY:     They  would  get  that  much  less  for 

their  grain. 
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THE  CHAIRMAN :     The  price  of  their  product  is  ulti- 
mately fixed  by  circumstances  over  which  they  have  no  con- 
trol? 

MR.  BEATTY:     Absolutely,  in  Liverpool  —  a  world 
market  condition. 

THE  CHAIRMAN:     Sp  that  the  higher  the  rate  the  less 
the  ultimate  yield. 

MR.  BEATTY:     Yes.       Now,   supplementary  to  this 
statement  that  I  have  made,  we  have  prepared  all  the  infor- 
mation which  Sir  Joseph  Flavelle  asked  for,  as  well  as  a 
schedule  in  a  separate  volume  of  all  our  figures  for  the 
past  ten  years,  given  year  by  year  and  under  various  groups. 
Accompanying  that  is  a  running  xjommont  on  all  the  items  -: 
that  appear  in  the  schedules,  and  the  explanation  for  them. 
For  example,   there  is  an  explanation  of  our  construction 
programme,  where  the  money  was  spent,  and  why;  that  we 
carry  through  practically  all  our  capital  expenditure.  I 
think  you  will  find  it  very  complete.      This  will  be  filed 
with  the  Secretary  for  your  consideration,  and  the  other 
documents  to  which  I  refer  in  my  memorandum  will  of  course 
also  be  filed;  you  will  find  them  of  great  historical  value 
to  you. 

I  thought  I  might  make  this  suggestion,   sir.  You 
naturally  expect  that  the  railway  executives  have  very  defin- 
ite views  on  the  subject  of  the  general  situation  in  Canada 
as  it  affects  the  transportation  companies,  and  I  had  though"1 
that  perhaps  at  some   stage  of  your  deliberations  you  would 
like  to  have  those  views  in  extenso.       But  I  did  conclude 
that  perhaps  it  would  be  wiser  to  allow  the  situation  to 
develop  in  your  own  minds  through  your  own  investigations 
before  those  views  and  the  soundness  or  unsoundness  of 
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them  were  submitted  to  the  Board.       If,  for  example,  we  could 
saylbhat  increase  in  traffic  which  could  he  reasonably  ex- 
pected in  the  next  few  years  would  cure  our  present  railway 
disabilities,  there  would  be  very  little  for  us  to  do.  But 
the  Board,  and  I  am  certain  the  railway  companies  themselves, 
cannot  anticipate  any  such  development  of  traffic  as  will 
result  in  improvement  in  our  gross  earnings  sufficient  to 
carry  this  railway  obligation  easily  in  the  interests  of 
the  whole  country.       If  that  is  a  reasonable  deduction,  then 
of  course  we  are  forced  to  consider  other  means  of  accomplish- 
ing; the  same  result,  other  methods  of  lightening  the  burden 
on  the  country.       That  brings  the  Commission  face  to  face 
with  what  measures  can  be  reasonably  adopted  which  will  be 
practicable  and  feasible  and  acceptable  from  the  standpoint 
of  the  country  to  make  those  economies.       That  is  your  pro- 
blem.      It  is  going  to  force  the  Commission,  it  seems  to 
me,  to  consider  many  different  expedients  and  by  process  of 
elimination  to  get  to  the  one  that  offers  the  greatest  hope 
of  success.       In  fact  I  think  I  can  safely  say  that  the 
major  consideration  in  the  first  instance  at  all  events  will 
be  a  question  of  economics.       There  are  many  other  factors 
to  be  considered,  no  doubt,  but  so  far  as  this  Board  is  con- 
cerned, if  I  read  rightly  the  terms  of  the  order  in  council, 
the  duty  imposed  upon  you  is  to  find  out  what  can  be  done, 
and  then  on  the  receipt  of  your  report  the  Government  will 
determine,  from  its  own  standpoint  and  that  of  its  respon- 
sibilities, whether  what  you  recommend  can  be  done.       So  that 
in  discussing  the  matter  it  would  be  perfectly  futile,  I 
think,  for  the  railway  presidents  or  the  other  officers  to 
take  up  with  you  the  question  of  outside  or  political  con- 
siderations which  might  be  involved  in  any  possible  con- 
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elusion  you  reach.. 

LORD  aSHFIELD:     That  is  a  labyrinth  to  which  we 
have  not  any  clue. 

COMMISSIONER  LEMAN:     Is  it  not  a  fact  that  during 
the  last  two  years  all  forms  of  inland  transportation,  by 
water,  rail  and  highway,  have  been  unprofitable? 

MR.  BEATTY:     In  that,  Mr.  Leman,  you  are  speaking 
of  lake  transportation? 

COMMISSIONER  LEMAN:     Lake,  rail  and  highway. 

MR.  BEATTY:     As 'to  the  first  two,  the  answer  would 
be  yes.      As  to  the  third,   I  do  not  believe  we  have  suffi- 
cient data  to  be  able  to  answer.      But  I  might  say  in 
respect  of  that  that  some  months  ago  the  two  railway  com- 
panies formec.  a  committee  to  make  a  special  study  of  road 
transportation.      That  committee  has  concluded  its  work  and 
has  prepared  a  very  useful  volume,  accompanied  by  charts 
and  drafts  of  various  kinds,  which  in  a  day  or  two  will  be 
ready  and  available  to  this  Commission.     In  my  considera- 
tion of  it,  it  is  a  very  useful  document. 

THE  CHAIRMAN*     When  do  you  think  that  will  be 

ready? 

MR.  BEATTY:  I  think  we  can  let  you  have  copies 
of  the  text  --  I  am  not  sure  about  the  drafts  some  of 
them  to-day. 

THE  CHAIRMAN :     It  would  perhaps  be  an  advantage  to 
us  to  have  them  on  our  journey  out,  and  you  might  have  the 
complete  re-port  for  Vancouver? 

MR.  BEATTY:  We  could  have  it  so  it  would  reach 
you  in  Vancouver. 

COMMISSIONER  LEMAN;     That  covers  both  freight  and 
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passengers  ? 

MR.  BEATTY:  Yes. 

SIR  JOSEPH  FLAVELLE:     When  you  speak  of  roads,  you 
are  not  referring  to  the  railways  but  rather  to  motor  traffic 
of  various  kinds? 

MR.  BEATTY:     Yes,   on  the  highways        trucks  and 
buses,  what  it  has  amounted  to,  its  growth,  and  the  prin- 
ciples we  think  should  be  invoked  in  the  way  of  control  or 
regulat  ion . 

COMMISSIONER  LOREE :     It  does  not  deal  with  the 
water-borne  traffic? 

MR.  BEATTY:  No.  The  history  of  our  water-borne 
situation  in  Canada,  Mr.  Loree,  is  a  very  simple  one.  We 
have  had  two  or  three  main  arteries  mostly  connected  with  the 

a 

Great  Lakes;  they  have  been  there  for  years  and  there  has 
been  no  change  except  in  the  extent  of  their  use.  The 
principle  of  operating  our  canals  has  not  been  changed.  We 
know  it  is  a  heavy  burden,  and  we  knovv  that  if  the  cost  were 
allocated  to  the  traffic  moving  through  the  canals,  there 

probably  would  not  be  any  traffic.        The  burden  is  borne 
by  the  country,  as  it  is  in  your  country,  I  think        a  some- 
what  similar  situation,  any  way.       We  have  not  the  pipe  line 
situation  in  Canada  as  you  have,  neither  have  we  been  affect- 
ed up  to  date  by  aviation  to  any  considerable  extent.  Our 
sole  competition  is  with  water  and  highway  transport. 

COMMISSIONER  LOREE:     I  should  think  that  the  costs 
of  water-borne  traffic  can  be  broken  down  just  as  we  break 
down  our  railway  costs  „       It  would  be  illuminating  to  have 
some  figures  that  would  show  the  contribution  made  by  the 
Government  with  respect  to  water-borne  traffic,  as  well  as 
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the  investment  of  the  private  owner,  having  in  mind  also 
the  long  periods  of  interrupted  traffic  movement  by  water 
dependent  upon  climatic  conditions.       It  seems  to  me  it  is 
a  subject  we  shall  frequently  hear  discussed,  and  we  have  no 
figures    with  regard  to  it. 

THE  CHAIRMAN:     I  think  the  cost  of  the  canals  is 
given  in  the  D.rayton-Acworth  report. 

MR.  BEATTY:     And  the  Department  of  Railways  and 
Canals,   I  believe,  have  official  figures,  brought  down  to 
date,  and  also  the  tonnage  passing  through  the  canals. 

THE  CHAIRMAN;     We  have  no  figures  as  to  investment 

and  wage  s . 

MR.  BEATTY:     No ,  nor  have  you  any  figures  that  give 
the  results  of  the  opera '"ions  on  the  lakes  by  independent 
steamship  companies,   save  the  annual  reports  of  the  Canada 
Steamship  Company.       I  do  not  suppose  that  comes  within 
the  purview  of  this  inquiry,  not  being  a  railway  company. 

THE  CHAIRMAN:     Not  directly,  perhaps,  but  as  an 

element  of  competition.  The  order  In  council,  I  think,  is 
broad  enough  to  enable  us  to  consider  it  from  that  point  of 
view. 

MR.  BEATTY:     To  enable  you  to  get  the  information  . 
- -  I  think  so,  sir. 

SIR  JOSEPH  FLAVELLE:     Of  course  you  will  recognize, 
Mr.  Beatty,  the  difference  between  water-borne  traffic, 
where  the  entire  cost  of  the  canal  service  is  carried  by 
the   state,  and  the  land  carried  traffic.       The  state  could 
not  undertake  with  any  form  of  propriety  to  absorb  into 
the  general  taxes  the  entire  cost  of  the  national  proper- 
ties and  set  them  free  from  any  fixed  charge  as  they  do 
the  water-borne  traffic;  as  a  great  private  corporation 
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your  property  would  practically  be  destroyed  by  such  an  act; 
which  would  make  it  fundamentally  different  from  the  water- 
borne  traffic. 

MR.  BEATTY:     Quite.      As  a  matter  of  fact,  Sir 
Joseph,  it  has  been  estimated        Mr.  Loree  will  know  more 
about  it        that  in  the  United  States  the  interest  on  their 
water-borne  traffic  if  paid  to  the  railways  would  allow  the 
railways  to  haul  certain  commodities  to  the  seaboard  for 
nothing,  and  the  Government  would  still  be  ahead.       I  have 
no  doubt  that  is  true . 

OOliUISSsQNER  LOREE :     The  State  of  New  Yofck  about 
1824  began  the  construction  of  the  Erie  Canal.       About  the 
beginning  of  this  century  it  was  called  a  barge  canal. 
Chauncey  Depew,  who  was  president  of  the  New  York  Central, 
estimated  that  for  the  interest  on  the  money  already  invest- 
ed or  the  interest  on  the  money  proposed  to  be  invested  in 
that  project  he  would  transport  all  the  grain  from  Buffalo 
to  New  York  for  nothing, 

SIR  JOSEPH  FLAVELLE :     Of  course  one  has  to  remember 
that  in  the  early  days  of  this  country  the  only  means  of 
communication  was  by  water  and  that  the  governments  of  those 
days  made  the  necessary  connections  between  the  waterways  by 
means  of  a  series  of  locks;  otherwise  there  would  have  been 
no  communication.       Having  started  that,   they  kept  it  up  to 
the  end. 

c 

MR.  BEATTY:     At  that  time  it  was  not  so   serious  a 
matter,  Sir  Joseph,  but  now  each  waterway  project  becomes 
more  elaborate  than  the  last,  permitting  the  utilization  of 
larger  vehicles  of  commerce  which  enter  into  competition 
with  the  land  lines. 

COMMISSIONER  LOREE:     What  is  the  maximum  haul  for 
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the  26  cent  rate  under  the  Crow's  Nest  arrangement? 

MR.  COLEMAN s     It  is  approximately  1,300  miles 
that  would  be  the  approximate  long  haul. 

COMMISSIONER  LOREE :     Do  you  recall  roughly  how 
mffiHUy  mills  that  would  be  per  ton  mile? 

MBS-  (E@IEfiMs    I1fc  ffigp^sB  out  at  an  average  of 
something  less  than  4/10  of  a  cent  per  ton  mile,  I  think. 

COMMISSIONER  LOREE:     What  I  had  in  mind  was  this: 
in  dealing  with  labour  questions  from  time  to  time  the  ex- 
periment has  been  trie a  of  fixing  a  minimum  wage  and  then 
having  that  wage  fluctuate  with  the  market  price  of  the  com- 
modity.     Having  regard  to  the  wide  fluctuations  in  prices 
I  was  wondering  whether  it  would  be  practicable  to  fix  a 
minimum  rate  and  then  have  that  fluctuate  as  the  price  fluc- 
tuated. 

MR.  BEATTY:     Of  course  it  would  be  more  equitable 
in  that  the  carrier  would  receive  an  amount  proportionate  to 
the  value  of  his  services;  the  prices  would  be  greater  and 
there  would  be  greater  participation  to  some  extent.       It  has 
never  been  attempted  In  any  rate  fixing  on  this  continent  so 
far  as  I  know. 

COMMISSIONER  LOREE:     What  proportion  of  the  revenue 
of  the  Western  Lines  is  affected  by  the  Crow's  Nest  Pass 
rates  ? 

MR.  BEATTY:     Of  course  all  the  grain  rates  are  now 
affected  by  the  Crow's  Nest  Pass  rate,  because  it  has  been 
made  applicable  to  all  th^j  territory  and  in  each  direction  -- 
to  Fort  William  and  to  the  coast. 

SIR  JOSEPH  FLAVELLE:     Loes  that  represent  any  im- 
portant percentage  of  the  total  earnings? 

MR.  BEATTY:     Yes  sir,  grain  is  a  very  important 
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percentage  . 

SIR  JOSEPH  FLAVELLE :     Have  you  the  figures,  off- 
hand? 

MR.  BEATTY :     Yes.       Grain  and  grain  products  for 
all  lines,  average  of  ten  years,   29.4  per  cent.      That  is 
the  whole  system,  on  the  Western  Lines. 

SIR  JOSEPH  FLAVELLE:     When  you  speak  of  the  Western 
Lines  you  mean  ri&ht  through  — 

MR.  BEATTY  s     Fort  William  to  the  coast. 

THE  CHAIRMAN:     That  means  traffic  both  ways,  does 

it? 

MR.  BEATTY:     Yes.         In  1928,  which  was  a  year  of 
very  good  crop,  our  revenue  from  grain  and  grain  products 
was  43.4  per  cent  of  the  total, 

COMMISSIONER  LEMAN s    iThat  is  in  dollars,  not  in 

volume? 

MR.  BEATTY:     No,    bhat  is  in  dollars.       I  can  give  It 
to  you  in  volume        as  measured  in  ton  miles  it  would  be  67.3  * 

SIR  JOSEPH  FLAVELLE:     As  you  know,  Mr.  Beatty,  the 
question  before  the  Commission  is  a  national  one,  having  to 
do  not  only  with  the  roads  owned  by  the  Government  but  with 
the  whole  problem  of  transportation.       You  indicated  that 
you  had  been  in  communication  with  the  executives  of  the 
National  System,  with  regard  to  some  proposal  the  results  of 

which  would  at  a  later  time  be  available  in  the  considera- 
tion of  this  problem  as  a  whole.      Would  it  be  too  much  to 
expect  that  in  your  relations  with  a  competitor  you  could 
give  to  the  Commission  the  benefit  of  your  united  judgment 
as  to  what  mileage  in  this  heavily  over-tracked  country 
could  be  dispensed  with?      Has  there  been  or  will  there 
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be  any  exhaustive  study  by  your  people  as  to  the  relief  which 
might  be  given  by  a  material  reduction  in  the  miles  of  rail- 
way operated? 

MR.  BEATTY:     Yes  sir;   it  would  be  possible  for  us 
to  give  you  our  views  on  that.      Whether  they  could  be  en- 
tirely reconciled  with  the  views  of  our  competitors  is  a 
question.      But  we  have  discussed  this  problem  at  various 
stages  and  I  do  not  know  why  we  could  not  at  least  make  the 
attempt  to  be  in  substantial  accord  as  to  what  measures  of 
that  character  could  be  adopted, 

SIF.  JOSEPH  FLAVELLE;     I  recall  that  when  the  Cana- 
dian National  was  formed  one  of  the  early  acts  was  to  take 
out  the  tracks  of  the  Canadian  Northern  paralleling  the 
Grand  Trunk  , 

MR,  BEATTY:     Or and  Trunk  Pacific. 

SIR  JOSEPH  FLAVELLE:     No,  that  was  a  war  measure.- 
I  am  thinking  of  the  front  with  which  we  are  familiar  here 
—  Port  ?:ope  and  easterly.       Is  it  possible  that  in  such  a 
case  as  this  where  your  tracks  run  through  the  same  terri- 
tory you  would  have  a  sufficiently  available  source  for 
moving  the  traffic  you  are  interested  in  by  arranging  for 
running  rights  as  you  have  between  Toronto  and  Hamilton,  for 
instance,  instead  of  operating  two  systems  which  parallel 
one  another  for  a  long  distance?      You  did  not  build  between 

Toronto  and  Hamilton4? 

MR  c  BEATTY:  No. 

SIR  JOSEPH  FLAVELLE:  You  did  not  build  because 
arrangements  were  mad.e  for  running  rights  over  the  Grand 
Trunk  System? 

MR.  BEATTY:     We  had  projected  our  line  between 
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Toronto  and  Hamilton  and  were  just  about  to  commence  con- 
struction when  the  Grand  Trunk  invited  us  to  use  their  pro- 
perty on  very  favourable  terms,  and  we  accepted  their  offer. 

SIR  JOSEPH  PLA.VELLE:     I  kuew  from  the  Grand  TrunK 
people  when  I  nad  occasion  to  be  with  them  that  you  had  very 
favourable  terms.       But  I  am  thinking  of  the  national  point 
of  view;   I  am  not  thinking  now  of  the  Canadian  Pacific  or 
the  Grand  Trunk  or  the  Canadian  National,  but  of  the  nation:, 
interest.       It  occurs  to  me  that  where  existing  traffic  soul 
be  carried  over  one  line  instead  of  over  two  there  would  be 
an  important  saving  in  maintenance.      But  would  there  not  be 
an  important  saving  if  there  were  some  consolidation,  or  in 
the  case  of  the  Canadian  National,where  they  have  two  tracks 
of  their  own,  running  over  one  track  instead  of  over  two? 

MR.  BEATTY;     The  extent  of  the  saving,  Sir  Joseph, 
would  depend  uoon  the  extent  to  which  you  either  abandoned 
or  lowered  the  maintenance  standard  of  the  third  track. 
Take  our  track  between  Smiths  Falls  and  Toronto;  we  ere 
double  tracked  to  Smith,;  Falls  or  a  little  beyond,  and  then 
we  have  a  single  track  through  the  towns  you  speak  of  to 
the  outskirts  of  Toronto.       The  saving  would  depend  on  the 
extent  to  which  you  could  either  abandon  that  track  entire 1* 

which  would  look  to  bo  rather  extreme,  because  it  is  a 
very  high  grade  piece  of  road  -  or  lower  its  maintenance 
so  that  the  charge  would  be  much  less  than  that  which  is 
necessary  now  to  maintain  a  high  speed  line.      Those  oculd 
be  indicated  to  you  if  you  care  to  have  them. 

SIR  JOSEPH  FIAYELLE  °.     What  I  am  thinking  of  is 
that  ultimately  we  .Till  be  confronted  with  the  problem: 
what  are  we  to  do  with  three  lines  of  railway  that  are  mini 
festly  more  than  the  country's  present  requirements  call 
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for,  and  the  operation  of  which  under  existing  conditions 
places  such  a  load  upon  both  systems  that  it  leads  to  the 
formation  of  this  body  to  try  to  find  out  what  can  be  done. 

MR.  HSATTY:  You  want  to  know,  Sir  Joseph,  to  what 
extent  can  the  extension  of  the  principle  of  joint  trackage 
save  money? 

SIR  JOSEPH  FLAVELLE ;  Yes.  Reasonable  service  is 
necessary  for  the  public.  Having  regard  to  the  formidable 
losses  which  are  making  the  present  conditions  impossible  I 
would  respectfully  suggest  that  our  friends  of  the  railways 
ought  to  be  able  to  help  us  in  an  intelligent  .judgment  as  t 
what  should  be  done . 

MR.  BEATTY:     May  I  say  this.  Sir  Joseph r  The 
seriousness  of  the  railway   situation  as  a  whole  is  of  cours 
due  to  the  present  conditions  making  it  more  acute.  Our 
appreciation  of  it  is  quite  different  from  what  it  was  even 
two  years  ago .       The  remedy  which  you  gentlemen  may  apply 
supposedly  will  be  a  remedy  which  is  on  such  a  firm  founda- 
tion that  it  -would  stand  hard  times  asi  well  as  good  times j 
in  other  words,   from  the  transportation  standpoint  it  has 
to  be,  if  you  can  make  it  so,  basics  lly  sound,,       Now,  the 
acuteness  of  the  situation  rests  on  this:     as  I  told  you- 
if  the  Canadian  Pacific  had  its  earnings  of  1928  it  would 
be  paying  10  per  cent  and  would  have  a  very  reasonable  sur- 
plus.      If  the  Government  system  had  the  earnings  of  1928 
they  would  be  hopelessly  in  red  figures  on  the  interest  to 
the  public.   That  shows  tho  pyramiding  effect  of  fixed  charg 
At  the  end  of  this  year  the  Government  system,  as  the  Minis 
ter  said  yesterday,  must  have  a  substantial  deficit.  That 
deficit  is  paid  by  the  Government,   the  money  is  borrowed 
and  the  fixed  charges  are  thus  automatically  increased. 
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Except  in  very  good  times  that  pyramiding  will  continue. 
How  long  can  Canada  stand  it?      That  is  the  acuteness  of 
the  problem.        As  for  ourselves,  hov/  long  can  we  stand  it? 
I  do  not  fear  that  under  anything  like  normal  traffic  con- 
ditions we  cannot  make  fair  earrings.      We  may  not  make 
elaborate  earnings  as  v/e  did  in  prior  years,  but  I  cannot 
conceive,  for  example,  of  the  Canadian  Pacific   fixed,  charge 
being  in  jeopardy,  because  they  are   so  low.      However,  the 
test  of  it  must  be  this;     the  prosperity  of  the  Canadian 
Pacific  is  important,  and  it  cannot  be  really  prosperous 
unless  the  whole  transportation  system  is  right,       I  am 
taking  a  long  range  view,  and  I  should  say  that  whatever 
solution  you  gentlemen  reach  should  be  as  good  fifty  years 
from  now  as  it  is  to-day,        I  think  that  should  be  the 
object . 


(Page  170  follows ) 
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SIR  JOSEPH  FLAVELLE:  Well,  I  am  sure  you  will  recognize 
that  the  personnel  of  any  Commission  which  may  be  appointed 
for  the  purpose  for  which  we  are  appointed  can  at  best  only 
exercise  good  sense  and  judgment  concerning  certain  data 
submitted  to  them  which  may  lead  them  to  express  a  preference 
for  A  as  against  B.     I  suppose  as  regards  these  railways 
there  would  be  the  possibility  of  getting  a  group  of  inde- 
pendent engineers  and  a  whole  cowrie  of  persons  to  report 
on  what  might  be  done  with  these  properties.     As  expressed 
in  your  admirable  paper,  Mr.  Beatty,  you  are  thinking  in 
terms  of  the  national  situation,   but  necessarily  of  course 
always  bearing  in  mind  your  responsibility  to  your  share- 
holders.    Is  it  possible  for  our  railway  friends  to  come  to- 
gether in  the  spirit  of  helping  us  to  understand  from  their 
experience  some  practical  method  whereby  the  purpose  of  this 
Commission  can  be  effected  by  the  recommendations  we  may 
make? 

MR.  BEATTY:  I  think,  Sir  Joseph,  we  can  help  you  in 
this  way:  we  can  tell  you  what  could  he  done,  and  what  it 
MOM  cost  to  do  it,  or  what  the  saving  would  he  through 
doing  it. 

SIR  JOSEPH  FLAVELLE :  That  is  what  you  are  contem- 
plating at  the  later  period  when  we  come  back  with  our  views 
somewhat  affected  by  what  we  see? 

MR.  BEATTY:  Yes. 

SIR  JOSEEH  FLAVELLE:  Thank  you. 

mmsssmm  You  ffiean)  sir  Joseph>  alteraa_  . 

tive  scheme,        separate  operation>  Qr  opepaUon 

under  one  organization  or  management.  We  need  all  suoh  3ug. 
gestions, 
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SIR  JOSEPH  FLAVELLE;  I  am  thinking  that  as  railway 
men  they  will  explore  the  whole  field  and  give  us  the  bene- 
fit of  their  judgment. 

MR.  BEATTY:  That  is  a  very  fair  request,  and  I  think 
we  should  comply  with  it. 

SIR  JOSEPH  FLAVELLE:  Although  this  is  not  the  occasion 
to  raise  the  question  as  to  the  duplication  of  expenditures 
in  telegraph  and  express  undertakings,  will  you  at  some  time 
bring 

MR.  BEATTY:  That  is  one  of  the  things  we  are  discus- 
sing now,  Sir  Joseph.     We  have  already  had  one  or  two  dis- 
cussions e 

LOR]}  ASHFIELJJ:  m  this  memorandum  that  you  are  to 
prepare,  Mr.  Beatty,   do  you  propose  to  deal  with  the  question 
of  competition  with  waterway  traffic? 

MR.  BEaTTY:  Of  course,  we  in  Canada  have  been  facing 
competition  with  waterway  traffic  for  a  good  many  years, 
with  very  little  possibility  of  conditions  being  altered. 
We  must  accept  the  use  of  our  Great  Lakes  for  transportation. 
In  fact  we  have  accepted  it  to  the  extent  that  we  have  ser- 

18  cn  Vrie     ^ter^ays  ourselves  in  conjunction  with  our 
railway,     what  I  thought  we  could  do  for  the  information  of 
the  board  would  be  to  show  you  the  cost  and  the  value  of  the 
facilities  given  tc  our  competitors  through  imposts  collected 
from  the  general  tax  payer.     We  can  guage  the  effective 
competition  by  that. 

SIR  JOSEPH  FLAVELLE:  That  is  the  water  competitor? 
MR.  BEATTY :  Yes. 

LORD  ASHFIELL:  I  gathered  that  the  memorandum  you  are 
preparing  had  to  do  with  some  suggestion  which  you  made  ,1th 
respect  to  Sir  Joseph  Flavelle's  point  that  you  would  be  aid- 
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ing  the  Commission's  efforts  to  arrive  at  some  satisfactory 
solution  of  the  problem.     This  memorandum  is  not  limited, 
is  it,   to  railway  service  alone? 

MR,  BEATTY:  It  was  following  Sir  Joseph  Flavellers 
question.     It  was  a  railway  question  as  I  understood  it.  Is 
that  true? 

SIR  JOSEPH  FLaVELLE:  We  recognize  that  you  cannot  do 
away  with  the  waterways,  that  the  Great  Lakes  will  be  used. 
But  you  may  be  confronted  with  a  heavier  problem.  Should  it 
be  considered  good  policy  from  the  point  of  view  of  Canada 
and  the  United  States  that  ocean  going  ships  should  te  able 
to  reach  the  head  of  the  Lakes,  it  might  not  be  good  policy 
for  the  railways. 

MR.  BEATTY:  Undoubtedly  if  our  waterways  were  extended 
at  national  cost  so  as  to  give  the  opportunity  for  larger 
vessels  to  use  our  Great  Lakes,  or  even  to  allow  ocean  going 
vessels  to  reach  Fort  William,  Toronto  or  other  places;  if 
that  becomes  an  actuality  the  railway  lines  will  suffer  the 
loss  of  traffic  because  the  shipping  companies  will  have 
better  facilities  for  dealing  with  that  traffic  than  they 
have  today.     The  compensating  feature  to  the  railways  may  be 
that  through  the  development  of  power  that  goes  with  the 
deepening  of  the  St.  Lawrence  there  may  be  an  industrial  stim- 
ulus which  may  provide  additional  traffic  that  we  do  not  now 
enjoy;  but  otherwise  we  are  bound  to  lose  some  traffic, 

THE  CHAIRMAN:     I  understand,  Mr.  Beatty,  that  the  memo- 
randum you  are  thinking  of  producing  at  a  later  stage  will  be 
limited  to  the  specific  things  which  have  been  mentioned.  I 
rather  hoped  that  you  would  go  into  the  whole  subject  from 
your  point  of  view  in  order  to  give  us  suggestions. 

LORD  ASHFIELD :   If  I  mav  interrupt,  you  used  a  phrase 
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which  sticks  in  my  memory,   one  which  seems  rather  a  challenge 
to  the  common  sense  and  good  judgment  and  knowledge  of  this 
board,   in  suggesting  that  we  are  to  legislate  for  the  next 
fifty  years.     If  we  are  to  legislate  for  the  next  fifty  years, 
we  cannot  of  course  ignore  any  phase  of  the  problem  of  trans- 
portation,, — 

MR.  BEATTY:  Quite  so. 

LORD  A SUFI ELD :   —  if  we  are  going  to  deal  effectively 
with  the  problem  as  a  whole.     You  have  said  that  the  water- 
ways are  prejudicial  to  the  interests  of  the  railways,  we 
accept  that.     Of  course,   the  waterways  must  continue  to  grow, 
and  you  seem  to  express  some  alarm,   if  I  may  use  that  word,  - 

MR.  BEATTY:  Not  alarm. 

LORD  ASHFIELD ;   —  as  to  the  effect  on  your  finances 
through  the  increase  of  the  waterways.     It  is  said  that  the 
existing  waterways  system  may  be  enlarged.     I  wonder  whether 
your  contribution  would  deal  with  that  question  as  well  as 
with        the  question  of  road  transportation  and  rail  trans- 
portation per  se. 

MR.  BEATTY:  I  presume  that  your  board  are  competent 
under  the  order  in  council  to  take  into  consideration  the 
question  of  the  future  of  the  rail  lines;  that  is  one  factor. 

LORD  ASHFIELD:  That  is  the  very  thing  your  memorandum 
is  going  to  aid  us  to  deal  with  in  the  wifier  sense,  not 
simply  limited  to  conditions  of  competition  between  the  exist- 
ing systems. 

MR.  BEATTY:  We  were  a  little  at  cross  purposes  there 
I  think,  Lord  Ashfield,   because  Sir  Joseph's  question  was 
limited  I  thought  to  the  railway  situation  between  ourselves, 
while  you  as  I  understand  extend  it  to  the  factor  of  water 
competition  as  well. 
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THE  CHAIRMAN:   It  is  an  element  that  we  cannot  ignore, 
but  I  hardly  think  it  is  within  the  intent  of  the  order  in 
council  that  we  should  go  into  the  subject  of  such  a  develop 
ment  as  the  deepening  of  the  St.  Lawrence  waterway.  It 
might  be  a  subject  for  subsequent  inquiry. 

MR.  BEATTY:  I  do  not  think  so,   sir.     You  would  have  t 
recognize  its  existence  possibly. 

THE  CHAIRMAN:  Yes.     Of  course  .you  and  your  coadjutors 
of  the  Canadian  Pacific  Pail'  ay  as  v;ell  as  the  officials  of 
the  Canadian  National  have  undoubtedly  given  every  aspect  of 
this  subject  far  greater  consideration  than  has  anybody  else 
ana  I  am  looking  forward  to  receiving  from  you  all  the  sug- 
gestions you  may  make.     I  do  n ot  mean  merely  joint  sug- 
gestions,  I  mean  your  own  views.  Probably  it  would  be  better 
for  us  to  have  them  at  a  later  stage  after  we  have  more  fam- 
iliarized ourselves  with  the  facts. 

MR.  BEATTY:  I  think  that  is  fair,  sir. 
COMMISSIONER  LOREE:  One  of  the  questions  Sir  Joseph 
asked  has  suggested  something  to  my  mind.     When  railways  were 
built  stations  were  established  at  intervals  of  about  five 
miles  because  the  highways  were  of  great  service  and  the 
vehicles  on  them  were  horse  drawn;  that  was  a  great  conven- 
ience to  the  public.  Now  with  improved  roads  and  motor  vehic- 
les ten  mile  intervals  would  be  even  more  adequate  than  the 
original  five  mile  limit.     I  have  been  diligently  endeavour- 
ing to  eliminate  stations  on  which  we  are  losing  money.  Of 
course,   I  fancy  that  that  would  not  be  the  case  in  western 
Canada;  but  in  this  settled  portion  of  the  Dominion  where  the 
roads  are  well  developed  I  wonder  how  far  that  policy  could 
be  pursued.. 

MR.  BEATTY:  Very  considerable  progress  lias  been  made 
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in  that  way,  Mr.  Loree.     Of  course,  I  do  not  know  what  your 
legal  requirements  are,  but  we  have  to  get  the  approval  of 
the  Railway  Commission  before  closing  a  station  lest  the  pub- 
lic convenience  be  affected.     We  have  several  applications 
pending  now. 

COMMISSION  MLUfs  Mr.  Beatty,  as  a  railway  man  do 
you  consider  that  your  hotel  system  is  part  and  parcel  of  your 
transportation  system? 

MR.  BEATTY:  Yes,   I  do,  Mr.  Leraan;  that  is  the  excuse 
for  its  being  there.     The  Canadian  Pacific's  embarkation  into 
the  hotel  business,  which  is  of  many  years  duration,  h?  s  been 
due  to  the  fact  that  we  felt  under  an  obligation  either  to 
encourage  tourist  traffic  by  that  kind  of  hotel  or  to  take 
care  of  our  own  travel  where  hotel  facilities  were  not  avail- 
able.    At  the  beginning  of  our  campaign  with  respect  to  hotels 
we  were  the  only  company  willing  or  able  to  provide  these 
facilities.     That  is  responsible  for  our  hotel  system  in 
western  Canada, 

COMMISSI  ONER  LEMALT :  I  put  the   question  because  it  is 
really  one  of  the  matters  we  may  want  some  data  upon. 

MR.  BEATTY:  There  is  very  full  information  in  our 
statistics. 

.  SIR  JOSEPH  ELAVELLE:  Does  the  information  you  are 
supplying  go  to  the  length  of  showing  whether  the  hotel  system 
as  such  is  self  sustaining? 

MR.  BEATTY:  Yes,  Sir  Joseph,   it  gives  all  the  earnings. 

SIR  JOSEPH  FLAVELLE:  Do  you  show  fixed  charges  against 
the  hotels  for  bonded  indebtedness? 

MR*  BEATTY:  No;  we  have  no  securities  issued  against 
our  hotels. 

SIR  JOSEPH  FLaVELLE:  But  the  money  is  in  them? 


• 


• 


• 


-  176  -  Mr.  Beatty 

MRc  BEaTTY:  Oh  yes. 

SIR  JOSEPH  FL.iVELLE:  Therefore  in  estimating  the  re- 
sults of  your  hotels  do  you  charge  them  with  interest  on  the 
investment • 

MR,  BEaTTY:  No,  Sir  Joseph.  We  show  the  rate  we  charge 
in  the  exhibit.     It  varies  of  course, 

THE  CHAIRMAN:  We  will  have  an  opportunity  of  going  into 
that  further. 

MR.  BEATTY:  Yes. 

LORD  ASHFIELD:  In  this  memorandum,  Mr.  Beatty,  will 
you  go  with  some  detail  into  the  question  of  road  transport- 
ation? 

MR.  BEATTY:  Yes,  Lord  Ashfield. 

LORD  ASHFIELD:  Will  you  explain  what  power  your  company 
has  to  operate  road  vehicles? 

THE  CHAIRMAN:  Has  your  company  any  power  to  operate 
road  vehicles? 

MR.  BEATTY:  Nothing  special. 

THE  CHAIRMAN:  Can  you  operate  road  vehicles? 

MR.  BEATTY:  I  think  so,   sir.     There  is  nothing  either 
for  or  against  it  in  our  charter. 

THE  CHAIRLIAN:  Do  you  in  fact  run  them? 

MR.  EEATTY:  A  few. 

THE  CHAIRMAN:  Not  an  extensive  system? 
MR.  BEATTY:  Yes. 

THE  CHAIRMAN:  Are  they  remunerative? 
MR.  BEATTY:  Oh  yes. 

LORD  ASHFIELD:  In  England  railway  companies  have  to  do 
it  by  Act  of  .Parliament. 

MR.  BEATTY:  V/e  have  a  special  charter.  It  is  a  charter 
you  are  tolerably  familiar  with,  Mr.  Chairman. 
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THE  CHAIRMAN:  We  can  possess  ourselves  of  it. 

COMMISSIONER  LOREE:  To  what  extent  Is  the  English 
practice  of  delivery  and  collection  of  freight  followed  in 
Canada? 

MR.  BEaTTY:  We  have  the  ordinary  terminal  facilities 
exactly  the  same  as  you  have  in  the  United  States,  Mr.  Lores . 

COMMISSIONER  LOREE:  Store  door  collection  and  delivery? 

MR.  BEATTY:  No  sir.     I  am  not  familiar  with  the  English 
practice 

COMMISSIONER  LOREE:  They  have  two  sets  of  rates  — 
station  to  station  rates  with  platform  and  delivery  service, 
and  the  collection  and  delivery  rate  which  go^s  to  the  store 
door.     Their  reports  show  that  last  year  four  railroads  lost 
$6,000,000,  and  the  year  before  cp6,200,000.     I  wondered  wheth- 
er that  was  the  practice  of  the  Canadian  Pacific. 

MR.  BEaTTY:  No  sir,  we  have  none.     Ours  is  the  same  as 
your  own. 

THE  CHAIRMAN:   If  there  were  any  question  as  to  the 
powers  of  the  railway  companies  with  respect  to  road  trans- 
port, and  we  considered  it  advisable  that  to  some  extent  the 
companies  should  enter  into  that  business,   I  do  not  suppose 
there  would  be  any  difficulty  whatever  in  getting  the  necessary 
powe  rs. 

MR.  BEaTTY:  I  do  not  think  so  unless  they  were  pro- 
tecting the  road  companies. 

COMMISSIONER  LEMAN :  Of  course,   that  to  a  certain  ex- 
tent would  come  under  provincial  Jurisdiction,  would  it  mt? 

MR.   BEaTTY:  Yes. 

COMMISSIONER  LEMAN :  There  are  commissions, I  think  in 
the  various  provinces  which  look  after  the  highway  traffic, 
MR0  BEATTY:  I  do  know  that  Manitoba  has  a  public 
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utilities  commission  whose  duty  it  is  to  do  so. 

COMMISSIONER  L MAN :  So  has  Quebec.  They  regulate 

routes . 

MR.  BEATTY:  They  grant  licenses. 
COMMISSIONER  LEMAN:  Exclusive  licenses"? 
MR.  BEATTY:  They  can. 
COMMISSIONER  LEMAN :  And  they  do. 

MR.  BEATTY:  But  they  have  no  rate  regulating  powers. 

COMMISSIONER  LEMAN :  But  they  grant  exclusive  licenses 
over  certain  routes. 

MR.  BEATTY:  But  they  do  not  regulate  rates;  the  im- 
posts that  the  carrier  charges  are  his  own  affair. 

COMMISSIONER  LEMAN :  But  supposing  the  rights  were 
existing  under  the  charter,  would  there  be  a  conflict  between 
federal  and  provincial  jurisdiction? 

MR.  BEATTY:  Unless  we  have  the  right  in  our  charter, 
implied  or  otherwise,   I  presume  we  would  have  to  appeal  to  th< 
provincial  authorities  for  the  power. 

COMMISSIONER  LEMAN:  I  think  the  province  of  Ontario 
also  has  a  Commission  which  deals  with  that  work. 
SIR  JOSEPH  FLAVELLE:   I  do  not  know. 

COMMISSIONER  LEMAN:  I  think  they  have. 

SIR  JOSEPH  FLAVELLE:  Mr.  Beatty,   in  the  preparation  of 
your  memorandum  which  is  practically  ready  have  you  attempted 
to  measure  the  significance  of  public  opinion  which  may  be 
affected  by  the  attempt  to  regulate  a  service  that  is  grow- 
ing in  importance? 

MR.  BEATTY:  Yes. 

SIR  JOSEPH  FLAVELLE:  One  can  recognize  that  the  railway 
on  the  one  side  are  confronted  with  a  competitor  growing  in 
importance,  and  on  the  other  side  with  water  borne  traffic . 
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Nov;  have  you  considered  the  effect  on  public  opinion  cf  saying 
that  for  the  sake  of  the  railways  the  community  shall  be 
denied  the  advantages  which  they  have  "by  this  new  means  of 
traffic? 

MR.  BEATTY:  Ye$ ,  Sir  Joesp-h,  we  have  given  weight  to 

it. 

SIR  JOSEPH  FLAVELLE:  You  have  given  consideration  to 
that  aspect? 

MR.  BEATTY:  Yes,  Sir  Joseph. 

Mr.  Chairman,  Mr.  Hall  and  Mr.  Hungerford  are  both  here 
should  you  require  any  technical  assistance. 

THE  CHAIRMAN:  We  have  been  considering  the  question. 

COMMISSIONER  LOREE:  Mr.  Beatty,  has  the  company  ever 
prepared  a  map  showing  the  density  of  traffic  on  the  different 
routes? 

MR.  BEATTY:  I  do  not  think  so.  We  have  of  course  state- 
ments of  statistics  which  would  indicate  the  density  of  traf- 
fic by  divisions. 

COMMISSIONER  LOREE :  You  have  never  illustrated  that 
traffic  graphically? 

MR.  LLOYD:  We  had  it  in  a  rate  case  some  years  ago. 

COMMISSIONER  LOREE:   I  brought  up,  Mr,   Chairman,   a  map 
of  the  eastern  district  of  the  United  States  which  I  shall 
be  glad  to  turn  over  to  Mr.  Beatty. 

MR.  BEATTY:  We  can  adopt  the  same  practice.  Of  course 
it  would  have  to  be  a  year  to  year  map  showing  the  changes 
every  year. 

COMMISSIONER  LOREE:  I  do  not  think  you  need  go  as  far 
as  that,  but  you  might  give  us  a  full  year  like  1929,  and 
perhaps  19S0. 

MR.  BEATTY:   That  would  be  very  informing  and  very 
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easily  done. 

SIR  JOSEPH  FLAVELLE:  Mr.  Beatty,   on  the  question  you 
raise  about  Mr.  Hungerford  and  Mr.  Hall  or  any  other  of  you: 
officials,  your  assistants  will  know  better  than  we  can  the 
officers  who  might  be  good  enough  to  come  with  us  to  help  u, 
in  our  conversations  as  we  come  across  certain  things.  I 
understand  your  chief  engineers  are  going? 

MR.  BEATTY:  Yes,  and  our  chief  operating  officers  are 
going  west  of  the  Great  Lakes,  and  our  statisticians  and  the 
assistants.     I  think  you  will  have  all  the  technical  assis- 
tance you  can  use. 

SIR  JOSEPH  FLAVELLE:  That  seems  to  cover  it. 

THE  CHAIPJ&N:  Thank  you  very  much,  Mr.  Beatty.  I  am. 
sorry  we  kept  you  waiting  so  long. 

(  At  IS. 30  p.m.  the  Commission  adjourned. ) 
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Parliament  Buildings,  Victoria, 
Thursday,  December  10,  1931, 


MORNING  SESSION 
The  Commission  met  at  9.20  a.  m. 

HON.  S.Fo  TCLMIE  (Prime  Minister  and  Minister  of 
Railways):  Gentlemen,  I  want  to  express  our  very  great 
pleasure  at  your  coming  to  British  Columbia  and  to  welcome 
you  here.     I  hope  your  stay  will  be  both  pleasant  and  prof- 
itable.    As  far  as  we  are  concerned,  we  will  assist  in 
every  possible  way  to  make  your  work  easier,  pleasanter, 
and  more  effective. 

We  of  course  have  felt  that  the  notice  was  rather 
short,   but  we  realize  this  was  unavoidable.     However,  had 
it  been  possible  for  you  to  have  let  us  knomin  time  we 
could  have  got  ready  for  you  something  definite  and  clean 
cut.     The  notice  did  not  reach  us  until  Saturday,  and 
Sunday  intervening  —        Sir  Joseph  knows  how  very  particu- 
lar the  people  of  British  Columbia  are  in  observing  the 
Sabbath  --  we  were  handicapped  very  much, 

I  presume  this  meeting  is  for  the  purpose  of 
having  an  informal  talk,  a  sort  of  warming  mile,  as  we  say 
in  horse  racing,   and  that  later  on  various  organizations 
will  furnish  you  certain  information.    After  our  informal 
talk  we  shall  be  very  glad  to  prepare  briefs  with  respect 
to  the  subjects  on  which  you  desire  information  and  place 
thern  in  your  hands  at  the  earliest  possible  moment. 

THE  CHAIRMAN:  Mr.  Prime  Minister,   I  am  auite  sure 
you  will  understand  the  reason  for  the  comparatively  short 
notice  of  our  meeting.     Lord  Ashfield  only  arrived  in 
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Ottawa  on  Friday,  and  we.  left  for  the  west  on  Saturday- 
Our  speedy  departure  was  really  necessitated  "by  various 
circumstances,  one  being  that  we  considered  it  was  desirable 
for  all  the  members  of  the  Commission  to  have  an  opportunity 
of  getting  a  bird's-eye  view  of  the  country  before  wo  de- 
voted ourselves  in  detail  to  the  matters  which  it  will  be 
necessary  for  us  to  examine. 

As  you  know,  we  have  been  asked  to  examine  the 
whole  transportation  problem,  particularly  in  relation  to 
the  railways,  in  view  of  the  increasing  deficits  on  the 
Canadian  national  and  the  diminishing  returns  on  the  Canadian 
Pacific,  and        the  various  factors  which  seem  to  conduce- 
to  that  result,  notably  the  competition  of  highway  vehicles, - 
motor  busses  and  the  like.     Wo  shall  be  glad  to  have  any 
assistance  that  you  think  you  can  give  us  in  regard  to  any 
of  these  matters, 

HOH.  m.  TOLMIE:  Yes. 

THE  CHAIEMAH:  We  felt  from  the  beginning  that  it 
was  important  we  should  have  conferences  with  each  of  the 
Provincial  Governments  in  order  to  have  the  advantage  of 
their  views  on  matters  with  which  they  are  necessarily  -./ell 
informed,  not  only  in  an  official  but  in  a  perfectly  au- 
thentic way.     ?/e  thought  that  that  was  the  proper  method 
of  making  ourselves  acquainted  with  matters  especially 
affecting  each  province. 

HON.  ICR.  TOLMIE:  Are  you  keeping  your  investi- 
gations strictly  to  the  two  transcontinental  railways,  or 
will  you  include  a  road  like  the  Pacific  Great  Eastern, 
vtfhich  is  rather  an  important  railway  to  this  province? 

THE  CHAIRMAN :  If  there  arc  any  representations  you 
wish  to  make  with  respect  to  that  particular  railway,  we 
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shall  be  glad  to  receive  and  consider  them  in  connection 
with  the  whole  problem  of  transportation. 

HON.  MR.  TOLMIE:  Would  you  include  the  proposed 
extension  into  the  Peace  River  country  so  as  to  give  the 
people  there  a  tide  water  outlet  to  the  Pacific? 

THE  CHAIRMAN:  We  shall  be  prepared  to  receive 
representations  with  regard  to  that,  Mr.  Prime  Minister. 
It  will  be  a  matter  for  later  consideration  as  to  what 
bearing  these  subjects  have  on  the  general  situation. 

HON.  MR.  TOLMIE:  And  how  strong  we  can  make  our 

brief. 

THE  CHAIRMAN:  Yes. 

HON.  MR.  TOLMIE:  Docs  this  investigation  include 
our  local  steamships? 

THE  CHAIRMAN:  What  do  you  mean  by  local  steamships 
HON.  MR.  TOLMIE:  I  mean  the  coast  steamship 

lines . 

THE  CHAIRMAN: Our  investigation  would  include  the 
coasting  service  only  insofar  as  that  is  part  of  either 
railway  system. 

HON.  MR.  TOLMIE:  As  you  know  we  had  the  two  lines 
of  boats  running  until  pretty  late  in  the  summer:  The 
Princess  lino  operated  by  the  Canadian  Pacific  Railway,  and 
the  Prince  line  operated  by  the  Canadian  National.    All  the 
Prince  boats  have  been  cut  off. 

THE  CHAIRMAN:  Our  investigation  does  involve  all 
those  matters. 

HON.  MR.  TOLMIE:     These  boats  operated  up  and 
down  the  coast  and  also  on  the  triangle  trip  Vancouver, 
Victoria  and  Seattle  and  then  back  .again. 

THE  CHAIRMAN :  Yes.     Our  investigation,  as  I 
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mentioned,  does  include  the  matter  of  highway  traffic  inso- 
far as  it  affects  the  railways. 

HON.  MR.   TOLMIE:     I  could  call  in  a  deputy  Minister 
who  could  give  you  some  information  on  that  now.     Or  would 
you  prefer  to  have  that  at  the  public  sittings? 

THE  CHAIRMAN:  I  think,  Mr.  Prime  Minister,  it 
would  be  more  convenient  for  us  to  discuss  any  matters 
in  conference  with  one  of  your  deputies,  unless  there  is 
something  that  you  and  the  government  generally  think  he 
should  present  to  us  in  public.  Our  view  is  that  so  far  as 
representations  by  officials  of  the  government  are  concer- 
ned,  it  would  be  more  convenient  that  they  should  be  made 
here  in  your  presence  and  in  the  presence  of  the  Commission,. 

HON.  MR.  TOLMIE:  Allright,   I  will  tell  the 
deputy  to  speed  up.    You  have  half  an  hour  here,  anyway, 
before  your  meeting  in  the  Court  House. 

THE  CHAIRMAN:  Would  it  be  convenient,  Mr.  Prime 
Minister,  in  the  event  of  the  deputy's  statement  not 

being  completed  at  this  stage  to  return  here  after  the 
public  meeting  and  have  it  finished? 

HON.  MR.  TOLMIE:  Yes;  or  if  you  like  you  can  hold 
your  public  meeting  first  and  then  come  back  here. 

THE  CHAIRMAN:  I  think  we  would  prefer  to  do  that 
and  so  keep  our  appointment  at  the  Court  House. 

HON.  MR.  TOLMIE:  Very  well,  Mr.  Chairman.     This  is 
Mr.  Napier,  Acting  Deputy  Minister  of  Public  Works,  and  Mr. 
Taylor  his  assistant.  Mr.  Napier,  these  gentlemen  think 
they  would  prefer  to  keep  their  appointment  at  the  Court 
House  at  ten  thirty  and  return  here  later.    You  will  please 
see  that  everything  possible  is  done  to  facilitate  the  work 
of  the  Commission, 
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The  Commission  adjourned  to  the  Court  House  for  the 
purposes  of  the  public  meeting  called  for  10.30  a.m. 


The  Commission  resumed  at  the  Parliament  Buildings 
at  12.15  p.m, 

THE  CHAIRMAN s    Mr.  Napier,  on  the  subject  of  high- 
ways, perhaps  you  will  first  explain  the  general  situation. 

MR.  NAPIER:    With  respect  to  public  carriers  on 

highways  ? 

THE  CHAIRMAN:     Yes,  particularly. 

MR.  NAPIER:     I  think  the  memorandum  filed  pretty 

well  covers  that. 

THE  CHAIRMAN:     That  you  have  covered  in  the  written 

memorandum? 

MR.  NAPIER:     Yes  sir. 

THE  CHAIRMAN:     You  have  everything  here  that  you 
would  like  to  put  before  us? 

MR.  NAPIER:     I  think  everything  is  here  that  you 

require . 

THE  SECRETARY:     There  are  certain  exhibits  sub- 
mitted, Mr.  Chairman,  and  we  have  not  yet  been  over  them. 

THE  CHAIRMAN:     Would  you  like  to  give  an  oral 
sketch  of  the  subject,  Mr.  Napier? 

MR.  NAPIER:       I  think  if  your  Secretary  had  an 

opportunity  of  going  through  these  papers  he  would  then  be 

in  a  position  to  advise  as  to  the  exact  information  you  would 

wish  to  have  submitted. 

THE  SECRETARY :     Additional  information. 

MR.  NAPIER:  Yes. 

THE  CHAIRMAN:     And  you  can  submit  it  in  writing? 
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MR.  NAPIER:  Yes. 

THE  CHAIRMAN:     So  that  if  after  going  through  the 
papers  we  address  to  you  a  series  of  interrogatories  you 
could  cover  it  in  that  way? 

MR.  NAPIER:  Yes. 

THE  SECRETARY:  An  interesting  feature  of  the  high- 
way situation  here,  Mr.  Chairman,  is  that  there  is  an  attempt 
to  regulate  tolls  and  charges,  which  I  understand  is  not  done 
in  the  prairie  provinces. 

MR.  NAPIER:     We  supervise  them. 

THE  CHAIRMAN:     What  is  the  administrative  body 
which  exercises  the  supervision? 

MR.  NAPIER:     The  Minister  of  Pud lie  Works,  sir. 

THE  CHAIRMAN:     You  have  not  set  up  an  autonomous 
body  at  all? 

MR.  NAPIER:  No. 

SIR  JOSEPH  FLAVELLE:     May  I  ask  whether  the  memor- 
andum, deals  with  the   question  of  highways  versus  railways? 
MR.  NAPIER:     No  sir. 

SIR  JOSEPH  FLAVELLE:      You  have  no  such  situation 

here? 

MR.  NAPIER;     Yes,  we  have  --  unfair  competition. 
SIR  JOSEPH  FLAVELLE:     I  am  referring  to  the  Island 

of  course. 

MR.  NAPIER:     Yes,  on  the  Island.      The  Island 
highway  parallels  the  Esquimalt  and  Nanaimo  Railway. 
THE  CHAIRMAN j    Which  Is  the  C.P.R.? 

MR.  NAPIER:     Yes,  a  branch  of  the  Canadian  Pacific . 
The  highway  parallels  it  for  the  whole  distance. 

THE  SECRETARY:     The  memorandum  deals  only  with  the 
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statistical  phases  of  the  matter        regulations,  license 
fees,  and  so  forth, 

MR.  NAPIER:     That  is  so. 

SIR  JOSEPH  PLAVELLE:     May  I  ask    Mr.  Napier  if  he 
has  any  definite  views  as  to  a  just  arrangement  for  regulat- 
ing the  rivalry  between  the  railway  carriers  and  the  motor 
transport? 

MR.  NAPIER:     We  have  always  felt  that   sooner  or 
later  that  would  have  to  be  done,  but  we  recognize  that  it  is 
only  the  Board  of  Railway  Commissioners  for  Canada  who  can 
deal  with  a  matter  of  that  sort,   so  we  have  not  dealt  with 
it. 

THE  CHAIRMAN:     I  am  afraid  I  do  not  quite  follow 

that . 

MR.  NAPIER:     Well,   it  was  a  matter  which  applied 
to  the  whole  of  Canada.       It  was  not  merely  a  provincial 
matter  and  it  would  have  to  be  made  uniform  across  Canada. 

MR.  POOLEY:     There  is  a  schedule,  Mr.  Chairman, 
I  should  like  to  file  with  you,  dealing  with  the  matter  of 
license  fees  applicable  and  taxes  on  heavy  motor  trucks 
operating  on  Government  roads,  which  automatically  compete 
with  the  railways,  who  are  our  biggest  taxpayers .       I  have 
in  the  office  a  very  interesting  statement  embodying  statis- 
tics compiled  last  year,   showing  the  different  fees  charged 
by  every  state  in  the  Union  with  respect  to  motor  trucks. 
In  British  Columbia  the  license  fee  on  a  seven  and  a  half 
ton  truck        I  speak  from  memory  --  is  $140  or  $150  a  year, 
while  in  some  states  of  the  Union  they  run  as  high  as 
#1,400  a  year,  evidently  having  in  mind  the  competition  with 
the  railways.      These  people  are  taking  away  business  from 
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the  railways;  they  are  using  the  Government  roadway  for  that 
purpose,  and  paying  no  taxes  of  any  kind.      Evidently  that 
is  the  reason  for  some  of  the  heavy  license  fees  which  are 
imposed  in  the  United  States,  running  as  they  do  from  #800 
to  $1,500  a  year  on  each  truck  operating  on  the  highways. 
Perhaps  something  of  that  nature  might  eliminate  a  great  deal 
of  this  competition. 

THE  CHAIRMAN:     We  shall  be  glad  to  have  that  memor- 
andum, Mr.  Pooley. 

SIR  JOSEPH  FLAVELLE:     It  will  be  very  interesting 

indeed. 

MRo  POOLEY:     I  think  I  have  extra  copies  in  my 
office,  and  I  will  get  one  for  the  Commission.      Only  a  month 
ago  I  sent  copies  of  that  very  schedule  to  each  of  the  west- 
ern provinces,  Alberta,  Saskatchewan  and  Manitoba. 

THE  CHAIRMAN:     The  Department  has  not  considered 
the  question  of  regulation  from  that  point  of  view? 

MR.  NAPIER:     No  sir. 

THE  CHAIRMAN :     Because  after  all  there  may  be 
difficulties  in  the  way  of  the  Railway  Commission  dealing 
with  that  without  the  cooperation  of  the  provinces 

MR.  NAPIER:     I  am  sure  all  the  provinces  would  be 
very  glad  to  cooperate  with  the  Board  to  the  fullest  extent, 
although  it  is  an  exceedingly  difficult  matter  for  a  pro- 
vincial government  to  handle. 

THE  CHAIRMAN:  Independently. 

MR.  NAPIER :     You  will  appreciate  the  fact  that 
the  pressure  brought  to  bear  by  the  larger  corporations  is 
sometimes  very  difficult  for  a  government  to  faco„ 

THE  CHAIRMAN:     The  attitude  of  this  province  is 
that  it  would  be  a  matter  of  cooperation  with  the  Board? 
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MR.  NAPIER :  I  think  they  would  be  more  than  willing 
to  cooperate  with  the  Board. 

THE  CHAIRMAN:     Have  you  gone  into  the  matter  from 
the  point  of  view  of  arriving  at  any  definite  conclusion 
with  regard  to  it? 

MR.  NAPIER:     No  sir. 

THE  CHAIRMAN:     You  have  not  really  considered  it? 

MR.  NAPIER:     No,  not  sufficiently  carefully.  We 
have  considered  it  in  a  general  way.       I  do  not  know  whether 
it  is  economically  possible  or  not,  but  if  the  railways 

ia©(3iJfl&&  their  system  to   some  extent  through  an  effort 
to  carry  way  freight  on  gas  cars,  for  instance,  I  think  the 
situation  would  never  have  arisen.     That  of  course  is  a  per- 
sonal opinion. 

THE  CHAIRMAN:     Would  you  mind  elaborating  your 

personal  opinion? 

MR.  NAPIER:  We  are  a  poor  province  and  we  have  a 
large  road  mileage  --  some  19,000  miles  of  roads.  Practi- 
cally fifty  per  cent  of  the  population  is  concentrated  around 
Vancouver.  The  rest  of  the  population  is  distributed,  and 
we  have  to  keep  up  this  enormous  mileage  of  roads,  carrying 
very  heavy  traffic  which  we  feel  should  go  on  the  railways. 
Unquestionably  this  heavy  traffic  does  a  great  deal  of 
damage;   it  is  the  cause  of  petitions  and  pressure  brought 

on  the  Government  looking  to  Improvement  in  the  surfaces 

of  these  roads,  the  laying  of  hard  surfaces;  consequently 
we  have  to  make  an  expenditure  on  our  highways  which  is 

very  much  greater  than  we  consider  proper  from,  an  economic 
point  of  view.       The  tourist  traffic  all  occurs  in  the 

summertime,  and  for  that  purpose  the  gravel  roads  are 
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quite  adequate;  their  construction  and  maintenance  is  com- 
paratively inexpensive.      We  do  not  feel  called  upon  to  build 
the  more  expensive  structures,  cement,  concrete  and  what  not, 
for  the  tourist,  but  we  have  to  build  it  for  the  public  carr- 
ier       that  is,  the  truck. 

THE  CHAIRMAN :     What  is  the  alternative  that  has  ■ 
occurred  to  you? 

MR.  NAPIER;     I  am  not  a  railway  engineer,  and  I  do 
not  know  whether  gas  cars  are  designed  to  be  practical  things 
or  not,  but  I  think  they  should  be. 

THE  CHAIRMAN:     What  do  you  mean  by  gas  cars? 

MR.  NAPIER:     Well,  gasoline  driven        a  single  car 
on  the  railway. 

SIR  JOSEPH  FLAVELLE:     But  your  railway  would  touch 
only  a  narrow  territory,  would  it  not? 

MR.  NAPIER:     Our  main  highways  parallel  practically 
all  the  main  railway  lines  of  the  province,  with  the  excep- 
tion of  the  Pacific  Great  Eastern. 

SIR  JOSEPH  FLAVELLE:     Of  course  you  are  speaking  of 
the  entire  province;  I  was. thinking  of  the  Island. 

MR.  NAPIER :  Yes. 

LORD  ASHFIELD:     Have  you  a  record  of  the  number  of 
vehicles  registered? 

MR.  NAPIER:     Yes  sir. 

LORD  ASHFIELD:     Is  it  in  the  memorandum? 
MR.  NAPIER:     Yes  sir. 

LORD  ASHFIELD:     Would  the  larger  proportion  of  them 
be  passenger  vehicles? 

MR.  NAPIER:     I  think  so,  but  I  am  not  thoroughly 
posted  on  that.     The  information  can  easily  be  obtained. 
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THE  SECRETARY;     Do  you  distinguish  between  private 
and  public  passenger  vehicles? 

MR.  NAPIER :     Yes.       The  taxi  driver,  for  instance, 
is  excluded.      The  bus  driver  would  be  a  public  carrier. 

LORD  ASHPIELD:     I  have  noticed  a  service  called 
the  Gray  Line  coaches. 

MR.  NAPIER:     Yes,  they  run  up  the  Island  here . 

LORD  ASHFIELD:    Will  you  explain  how  they  get  the 
concession  or  the  right  to  operate  such  a  service?      Is  this 
a  typical  instance  of  what  happens  throughout  the  province? 

MR.  NAPIER:     No,  that  particular  one  is  not.  That 
originated  as  a  company  headed  by  Mr .Mat son  for  the  purpose 
of  providing  a  bus  line  service  to  the  Saanich  peninsula . 
That  was  prior  to  the  enactment  of  Part  V  of  the  act  dealing 
.with  the  public  carrier;  then  when  the  Highways  Act  provided 
for  the  public  carrier  these  people  made  application  for 
ratification  and  extension  of  the  franchise,  and  this  was 
done.      Under  the  terms  of  the  act  applications  for  license 
are  made  to  the  Minister,  and  if  after  inquiry  he  is  satis- 
fied that  It  would  be  in  the  public  interest,  the  franchise 
or  license  for  the  performance  of  the  duty  of  a  public  car- 
rier is  granted. 

LORD  ASHFIELD :    Then  to  that  extent  at  least  such 
services  are  now  under  control? 

MR.  NAPIER:     Oh  yes,  they  are  controlled. 

LORD  ASHFIELD i     Do  you  suggest  something  more  in 
the  nature  of  control  than  you  have  now?      You  have  rather 
indicated  that  the  authorities,  whoever  they  may  be,  have 
found  it  difficult  properly  to  restrain  the  development  of 
this  sort  of  traffic  In  the  province. 
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MR.  NAPIER:     It  is  a  very  difficult  thing  for  the 
Minister  of  Public  Works  to  say  whether  or  not  a  service  is 
required  or  whether  or  not  a  service  is  in  unfair  competi- 
tion with  the  railways.      The  railway  interests  have  the 
opportunity        I  do  not  know  that  they  have  ever  availed 
themselves  of  it        of  making  representations  to  the  Ministe 

LORD  ASHPIELD:     You  mean  that  they  have  made  no 
attempt  themselves  to  operate  this  sort  of  service? 

MR.  NAPIER;  No,  they  have  made  no  attempt  to  com- 
pete, to  enter  into  real  competition  with  the  public  carrier 
nor,   so  far  as  I  know,  have  they  placed  before  the  Minister 

any  objection  to  the  granting  of  a  license. 

LORD  ASHFIELD:    And  they  have  had  that  opportun- 
ity? 

MR.  NAPIER;     Oh,  they  have  had  that  opportunity. 

COMMISSIONER  LOREE:     How  long  has  the  Gray  Line 
service  been  in  operation? 

MR.  NAPIER:     For  some  four  or  five  years  now. 

COMMISSIONER  LOREE:  With  what  result  financially? 
Have  they  paid  dividends? 

MR.  NAPIER:     I  think  they  are  going  to  go  broke 

finally. 

THE  CHAIRMAN:     They  have  no  railway  up  there. 

MR.  POOLEY:     No,  except  the  Canadian  National, 
which  runs  from  Victoria  and  has  a  shipping  point  at  Sidney 
--a  barge  ferry  that  goes  out  to  Deep  Cove, 

THE  CHAIRMAN;     It  runs  only  to  Sidney? 

MR.  POOLEY:     Only  to  Sidney,  and  then  up  tc  the 
Island  to  Cowichan  Lake. 

THE  CHAIRMAN:     Is  that  a  passenger  and  freight 
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service,  or  a  passenger  service  only? 

MR.  POOLEY:  Freight  service  chiefly.  They  do 
not  run  passenger  coaches  to  Sidney.  They  had  a  gasoline 
coach  service  to  Cowichan  Lake,  which  they  discontinued  a 
month  or  so  ago,  but  that  is  chiefly  a  logging  enterprise, 

SIR  JOSEPH  FLAVELLE:     When  the  Gray  Coach  line 
was  instituted  its  purpose  was  to  give  service  to  a  community 
that  had  no  service? 

MR.  NAPIER ;     Quite  so. 

SIR  JOSEPH  FLAVELLE:    And  the  community  subsidized 
the  Gray  Line  service  as  an  inducement? 

MR.  NAPIER :     They  granted  them  an  exclusive  fran- 
chise and  fixed  the  rates  on  the  understanding  that  a  cer- 
tain service  was  to  be  given, 

SIR  JOSEPH  FLAVELLE :  Tne  financial  embarrassment 
of  the  company  arises  out  of  the  fact  that  the  service  costs 
more  than  the  community  pay? 

MR.  NAPIER:     That  is  so, 

THE  CHAIRMAN s     Do  I  understand  you  to  say  that 
there  was  a  subsidy  from  the  provincial  government? 

MR.  NAPIER :     There  was  no  subsidy  --no  money 

payment  to  them. 

SIR  JOSEPH  FLAVELLE :     There  was  an  exclusive 
franchise  and  a  fixed  rate  which  the  company  accepted? 
MR,  NAPIER:     That  is  so. 
SIR  JOSEPH  FLAVELLE :     Is  it  a  low  rate? 
MR.  NAPIER:     Well  sir,   it  depends  on  whether  you 

are  paying  it  or  not . 

SIR  JOSEPH  FLAVELLE :     I  mean  as  between  the 
carrier  who  says  he  cannot  live  on  it  and  the  others  who 
say  they  want  it  because  they  contracted  for   it . 
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MR.  NAPIER :  I  think  it  is  as  much  as  the  public 
can  pay |  I  do  not  think  they  could  pay  more  than  they  are 
paying.     They  are  mostly  small  farmers. 

SIR  JOSEPH  FLAVELLE:     It  might  he  said  there  was  no 
reason  why  the  private  corporation  should  make  a  present  of 
it  --  that  is,   the  rate  not  being  sufficiently  high,  these 
people  in  order  to  get  the  service  would  have  to  pay  a  higher 
rate  . 

MR.  NAPIER;     They  would  have  to  use  their  own  cars 
or  their  friends'  cars,  as  they  did  before:     one  man  would 
drive  a  car  and  everybody  would  chip  in  to  help  meet  the 
cost . 

SIR  JOSEPH  FLAVELLE:     They  would  not  suggest  that 
the  private  corporation  should  continue  when  they  were  going 
behind  financially? 

MR.  NAPIER:     I  think  the  public  would  like  them  to 
go  on  as  long  as  possible. 

SIR  JOSEPH  FLaVELLE :  That  is  an  unusual  public, 
is  it  not? 

THE  CHAIRMAN!     It  is  suggested  by  the  Attorney- 
General  that  this  Gray  Line  is  part  of  a  system  which  operates 
a  line  north  as  far  as  Cumberland. 

MR » NAPIER:     That  is  so. 

THE  CHAIRMAN:     What  is  the  name  of  that  system? 
MR.  NAPIER:     Vancouver  Island  Coach  Lines,  Limitedo 

THE  CHAIRMAN :  And  it  is  also  suggested  that  the 
Canadian  Pacific  Railway  own  it, 

MR.  NAPIER:     We  have  no  knowledge  of  that. 

THE  CHAlRViAN:  No  knowledge,  hut  you  have  a  sus- 
picion o 
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MR,  NAPIER:     We  have  heard  rumours. 
MR.  POOLEY:     I  think  as  a  matter  of  fact  the  Cana- 
dian Pacific  lately  have  bought  a  controlling  interest  in  it. 
All  these  operating  lines  were  amalgamated  by  the  late  Mr. 
Matson,  who  owned  the  Victoria  Colonist,  and  then  he  arranged 
with  the  Canadian  Pacific  that  they  should  take  over  a  half 
interest  in  this  line.      The  Canadian  Pacific  have  a  con- 
trolling interest  now  in  the  Vancouver  Island  Coach  Lines, 
Limited.       They  operate  all  the  way  to  Alberni  and  Cumberland, 
240  or  250  miles  north  of  Victoria.       Incidentally  that 
Saanich  schedule  you  spoke  of  is  now  also  combined  with  the 
Vancouver  Island  Coach  Lines,  Limited. 

SIR  JOSEPH  FLAVELLE:     Do  they  publish  their  finan- 
cial statement? 

MR.  POOLEY:     I  do  not  know  whether  or  not  under  the 
Act  they  have  to   °ile  it  with  the  Minister. 

MR.  NAPIER:     Yes,  they  have  to  file  their  statement 
with  us,  and  we  can  check  up  their  books,  sir. 

SIR  JOSEPH  FLAVELLE :     I  was  wondering  whether  it 
was  a  paying  venture. 

MR.  POOLEY:     I  could  not  tell  you  that  myself. 
MR.  NAPIER:     As  far  as  we  know,  it  does  not  pay;  at 
least  the  late  Mr.  Matson  was  very  strongly  of  the  opinion 
that  it  did  not , 

SIR  JOSEPH  FLAVELLE:     Are  these  rates  higher  thsn 
railway  rates,  assuming  there  were  a  railway  competing  with 
t  hem  ? 

MR.  NAPIER:     As  far  as  I  know  it  costs  about  the 
same  as  the  railway  going  up  the  Island,  but  it  is  more  con- 
venient and  the  people  go  by  bus  in  preference  to  using  the 
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railway. 

THE  CHAIRMAN :     When  you  say  it  coats,  you  mean  the 
charge  to  the  public? 

MR.  NAPIER:     Yes,  the  charge  is  about  the  same  to 
the  public. 

LORD  ASHFIELD:     All  these  motor  coach  services  work 
under  some  sort  of  licensing  arrangement? 

MR.  NAPIER j  They  have  a  license  from  the  Minister 
of  Public  Works  in  addition  to  their  ordinary  motor  vehicle 
license • 

MR.  POOLEY:    And  their  rates  and  time  schedules  are 
fixed,  and  to  these  they  must  conform. 

LORD  ASHFIELD:     Except  for  the  purpose  of  coordinat- 
ing these  services  which  run  through  from  one  province  to 
another,  the  use  of  the  road  is  protected  to-day? 

MR.  NAPIER :     Yes,  but  I  think  the  railways  could  be 
considerably  helped  if  there  was  further  control,  possibly, 
of  the  public  carrier. 

LORD  ASHFIELD:     By  restriction  or  cancellation  of 
these  services? 

MR.  NAPIER :  Restriction. 

LORD  ASHFIELD:     Restriction  beyond  what  you  have 

to-day? 

MR.  NAPIER:  Yes. 

THE  CHAIRMAN:     The  only  exclusive  service  is  between 
here  and  Saanich? 

MR.  NAPIER:     That  Is,  on  Vancouver  Island. 

THE  CHAIRMAN:     I  am  speaking  of  Vancouver  Island 

now . 

MR.  NAPIER:     But  the  Minister  of  Public  Works  his 
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the  right  to  make  exceptions.      Taxi  drivers  are  not  allowed 
to  compete,  that  is,  they  cannot  pick  people  up  along  the 
road  and  drop  them  along  the  road,  hut  they  may  go  out  to 
Butchart ' s  Gardens  and  around  the  Malahat,  which  is  along  the 
route  of  the  Gray  Line  service.      School  buses  are  of  course 
an  exception,  as  well  as  buses  carrying  miners  to  and  from 
their  work;  hut  not  their  wives,  and  they  are  not  to  pick  up 
or  drop  passengers.      There  are  exceptions  of  a  commonsense 
nature . 

THE  CHAIRMAN;     Your  suggestion  as  to  federal  control 
is  with  a  view  to  regulating  competition  with  the  railways? 
MR.  NAPIER:  Yes. 

LORD  ASHFIELD:    By  a  standard  regulation  --is  that 

what  you  mean? 

MR.  NAPIER:     Yes,  that  would  strengthen  our  hands. 

LORD  ASHFIELD:     You  have  no  fear  that  this  strength- 
ening would  go  too  far  and  restrict  development? 

MR.  NAPIER:     Not  the  Board  of  Railway  Commissioners . 

THE  CHAIRMAN:     You  referred  to  the  sort  of  pressure 
exercised  upon  the  Minister;  perhaps  it  is  sometimes  a  little 
too  powerful  for  the  province  alone  to  deal  with. 

MR.  NAPIER:     It  has  not  heen  so  far,  but  conceivably 
it  might  be . 

COMMISSIONER  LOREE :     In  view  of  the  destructive 
effect  on  the  highway  of  the  operation  of  heavy  buses,  has 
the  question  been  raised  of  limiting  the  weight  on  the  axles? 

MR.  NAPIER:     Well,  we  cover  that  by  regulation 
under  the  Highways  Act.       If  the  vehicle  is  of  a  greater 
weight  or  length  than  is  provided  for  in  the  Act,  they 
can  operate  only  by  special  permit,  and  with  the  permit 
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they  have  to  put  up  a  bond  to  maintain  the  highway,  to  make 
good  any  extraordinary  damage  they  do,  and  to  comply  with  the 
requirements  of  their  agreement. 

COMMISSIONER  LOREE :     Do  you  limit  their  speed? 

MR.  NAPIER:     Yes,  we  limit  the  speed. 

COMMISSIONER  LOREE:     Do  you  do  that  automatically 
by  means  of  a  speed  controller  or  some  similar  device? 

MR.  NAPIER :     The  police  look  after  that. 

COMMISSIONER  LOREE:     It  could  be  done  automatically. 

MR.  NAPIER:     It  could  be,  but  we  have  not  provided 
that.      We  avoid  as  far  as  possible  anything  of  a  patent 
nature . 

COMMISSIONER  LOREE:     There  are  several  ways  of  doing 
it,  either  by  the  gearing  or  by  a  governor. 

MR.  NAPIER:     Yes,  but  there  are  certain  parts  of 
our  road  where  it  is  quite  safe  to  go  thirty  to  fifty  miles 
an  hour  whereas  in  other  places  it  is  dangerous  to  go  more 
than  ten  or  fifteen  miles  an  hour,  so  that  an  automatic 
speed  control  is  of  little  use,   in  this  country  at  all  events. 

THE  CHAIRMAN:     But  from  the  point  of  view  of  the 

effect  on  the  road. 

MR.  NAPIER:     Even  at  that,  there  are  certain  times 
of  the  year  and  certain  places  on  the  road  that  special  pre- 
cautions are  necessary.      So  far  as  that  is  concerned  they 
are  very  good  about  reducing  the  speed,  particularly  the 
Gray  Line  buses;   sometimes  they  come  down  almost  to  a  crawl, 
particularly  when  the  -frost  is  coming  out  of  the  ground,  and 
that   sort  of  thing. 

MR.  POO  LEY:     Under  the  Act  a  notice  may  be  posted 
at  any  time  on  any  particular  section  of  road  limiting  tre 
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speed  on  that  section  to  ten  miles  an  hour. 

LORD  ASHPIELD:     So  far  we  have  "been  dealing  very 
largely  with  passenger  traffic;  have  you  any  regulations  wi- 
respect  to  freight  traffic? 

MR.  NAPIER:     Yes,   similar  regulations. 

LORD  ASHFIELD:     Is  there  anything  to  prevent  the 
private  individual  from  using  your  roads  as  a  carrier? 

MR.  NAPIER :     As  a  public  carrier  of  freight,  yes. 

LORD  ASHFIELD;     He  may  convey  his  own  produce  from 
his  farm  to  the  railway? 

MR.  NaPIER:     Oh  yes. 

LORD  ASHPIELD:     But  not  upon  a  community  basis;  he 
could  not  do  it  for  several  others? 

MR.  NAPIER:     No,  he  could  not  carry  his  neighbours 

for  hire . 

THE  CHAIRMAN:     Except  under  license? 

MR.  NAPIER :     Except  under  license. 

THE  CHAIRMAN:     And  that  is  subject  to  regulation? 

MR.  NAPIER:  Yes, 

THE  CHAIRMAN:     There  is  no  regulation  of  the  in- 
dividual? 

MR.  NAPIER:     Yes,  as  to  weight  and  speed. 
LORD.  ASHFIELD:     What  is  the  weight  per  axle? 
MR.  NAPIER:     It  varies  according  to  the  time  of 
year  and  the  class  of  road.     That  is  all  in  the  Act,  a  copy 

of  which  you  will  have. 

LORD  ASHFIELD:     Is  there  very  much  competition? 

MR.  NAPIER:     Not  very  keen  competition. 

LORD  ASHFIELD:     I  gather  from  what  you  have  said 
that  the  railways  have  not  taken  much,  objection  to  the 
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present  situation? 

MR.  NAPIER:     So  far,  none. 

MR.  POOLEY;  May  I  give  a  case  in  point?  Take  the 
district  outside  of  Vancouver,  the  farming  area  of  the  Prase- 
Valley  |  in  the  old  days  you  had  the  Canadian  Pacific  and  the 
British  Columbia  Electric  Railway,  and  later  on  the  Canadian 
National,  all  running  several  daily  milk  trains  into  Vancou- 
ver. They  run  a  train  now,  but  for  the  most  part  it  is  done 
by  truck. 

LORD  aSHPIELD;     That  form  of  transport  is  increas- 
ing? 

MR.  POOLEY:     Oh  yes,  the  short  haul. 

LORD  ASHFIE.XD:     In  relation  to  traffic  which  other- 
wise would  go  to  th.e  railways? 

MR.  POOLEY:     The  truck  goes  right  to  the  farmer's 
door  and  picks  up    the  cans,   so  that  the  farmer  does  not  have 
to  take  them  to  the  station. 

THE  CHAIRMAN :     Have  you  gone  as  far  as  might  be 
considered  reasonable,  practicable  and  proper  in  your  regula- 
tions for  the   purpose  of  protecting  the  roads  in  respect  to 
that  traffic? 

MR.    NAPIER:     Up  to  date,  yes;  looking  to  the  future, 
no.       Things   will  have  to  be  modified  as  time  goes  on.  What 
we  expect  tX)  see  is  the  placing  of  merchandise  in  large 
crates  which  will  be  lifted  bodily  on  to  flat  cars  on  the 
railway  and  hauled  considerable  distances,  then  put  on  a 
truck  and  hauled  to  its  destination.       That   is  a  new  form 
of  movement  of  freight' that  is  becoming  very  common  now,  I 
believe,   in  the  United  States,  and  it  will  come  here  in  due 
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time . 

THE  CHAIRMAN  s    And  you  are  looking  forward  to  such 
regulation  as  may  be  necessary  in  that  respect? 

MR.  NAPIER:     That  will  have  to  be  taken  into  con- 
sideration. 

THE  CHAIRMAN:    At  the  present  time  that  form  of 
transport  has  not  appeared? 

MR.  NAPIER:     No  sir. 

THE  CHAIRMAN :    So  that  the  occasion  for  regulation, 
of  course,  has  not  arisen. 

MR.  NAPIER:     But  I  think  the  public  carrier  all  over 
is  realizing  now  that  he  has  attempted  to  haul  too  great 
distances.       There  is  an  economic  limit  beyond  which  he  can- 
not haul. 

THE  CHAIRMAN:     What  do  you  put  that  at  here? 

MR.  NAPIER:     It  would  be  a  guess  —  fifty  or  sixty 
miles,  probably.       In  England  they  are  hauling  from  London 
to  Aberdeen. 

SIR  JOSEPH  PLAVELLE:     Do  they  get  return  loads? 

MR.  NAPIER :     In  England? 
SIR  JOSEPH  PLAVELLE:  Yes. 

MR.  NAPIER :     I  expect  so,  because  all  the 
public  carriers  I  saw  moving  there  --  and  there  are  thousands 
—  were  always  loaded. 

THE  CHAIRMAN:  But  you  are  looking  to  cooperation 
among  the  provinces? 

MR.  NAPIER:  Yes. 

THE  CHAIRMAN:  And  action  by  the  Board  of  Railway 
Commissioners  or  some  such  body  as  that  for  the  purpose  of 
dealing  with  such  a  situation  as  the  Attorney  General  has 
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referred  to  as  existing  in  the  Lower  Praser  adjacent  to 
Vancouver? 

MR.  NAPIER:     Yes,  and  your  rulings  will  be  the  "basis 
of  our  policy  so  that  in  time  they  will  become  uniform  through- 
out Canada. 

THE  CHAIRMAN:     You  mean  the  rulingsof  the  Board  of 
Railway  Commissioners? 

MR.  NAPIER:  Yes. 

MR.  POOLEY:     I  would  like  to  file  this  schedule, 
sir,  to  which  I  referred  a  little  while  ago.      It  shows  the 
motor  license  fees  charged  in  every  province  in  Canada  and 
every  state  in  the  Union.,  from  a  Ford  phaeton  to  a  seven  and 
a  half  ton  truck,  and  including  also  the  common  carrier 
vehicles.       This  demonstrates  what   some  states  of  the  Union 
have  done;  they  have  evidently  taken  into    consideration  tre 
wear  and  tear  on  the  roads  and  the  operation  of  common 
carrier  vehicles  on  the  public  right  of  way.       Take,  for 
instance,   some  of  the  charges  on  a  seven  and  a  half  ton 
truck.      The  State  of  Alabama  charges  $1,000  a  year;  Georgia, 
$1,125;  Louisiana  $1,140;  Tennessee,  $1,325,  and  there  are 
others  at  $800,  $600  and  $500.       On  the  other  hand,  in 
British  Columbia,  although  we  are  supposed  to  pay  very  high 
motor  license  fees,  that  same  truck  pays  $95.46. 

LORD  ASHFIELD  :    Have  you  the  gasoline  tax  as 

well? 

MR.  POOLEY:    Yes,  it  shows  also  the  gasoline  tax  ■ 
in  all  the  states        practically  uniform  at  five  cents. 
And  here  is  a  most  interesting  thing  --  it  never  struck 
me  before:     the  common  carrier  in  Quebec,  accommodating 
twenty- two  passengers,  pays  a  license  fee  of  $2,852  a  year, 
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whereas  in  British  Columbia  it  pays  $122. 

LORD  ASHFIELD  :     They  cannot  hope  to  make  much  profit 
on  such  a  basis. 

MR.  POOLEY:     I  assume  they  are  endeavouring  by  means 
of  taxation  to  put  them  on  exactly  the  same  footing  as  the 
railway  companies. 

LORD  ASHFIELD:    An  attempt  to  stifle  their  competi- 
tion. 

MR.  POOLEYj     The  same  stage  coach  in  Iowa  pays 
$1,080,  and  in  many  of  the  states  they  pay  $900,  $800  and 
$600. 

SIR  JOSEPH  FLAVELLE:     Is  there  any  explanation  for 
the  fact  that  the  charges  in  the  southern  states  are  so  much 
higher? 

MR.  POOLEY:     I  could  not  tell  you. 

COMMISSIONER  LOREE  s     I  think  it  is  purely  a  question 
of  revenue,   just  thke  the  graduated  income  tax. 

LORD  ASHFIELD:    Based  more  or  less  on  the  volume  of 
traffic  and  the  number  of  vehicles  in  use,   is  that  it? 

COMMISSIONER  LOREE:     It  is  a  question  of  getting 
all  they  can  out  of  them. 

THE  CHAIRMAN:     All  the  traffic  will  bear? 
COMMISSIONER  LOREE:  Yes. 

THE  CHAIRMAN:  I  was  thinking  of  the  Texas  legis- 
lation on  this  subject;  it  is  quite  recent,  is  it  not,  Mr. 
Loree  ? 

COMMISSIONER  LOREE:  Quite  recent  --  last  winter c 
They  meet  biennially,  and  it  was  passed  at  the  last  session, 

MR.  POOLEY:     On  the   same  passenger  coach  the  fee 
in  Texas  two  years  ago  was  $810.       This  may  not  be  quite  up 
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to  date,  but  it  contains  the  information  for  every  state  in 
the  Union  and  every  province  in  Canada. 

THE  CHAIRMAN:    We  are  very  glad  to  have  it,  Mr, 

Pooley . 

LORD  ASHFIELD:  Would  a  transcontinental  coach  in 
the  United  States  be  taxed  in  each  state  through  which  it 
passes  ? 

COMMISSIONER  LOREE :     Yes,   I  would  say  it  would. 
Each  railway  car  pays  taxes  and  they  are  divided  proportion- 
ately. 

SIR  JOSEPH  PLaVELLE:     Collected  at  one  end  and  then 
divided  among  the  various  states? 

COMMISSIONER  LOREE:     Take  the  New  York  Central, 
which  operates  in  so  many  states,  so  much  mileage  in  each 
state;  it  is  divided  proportionately  for  the  purpose  of 
assessment • 

THE  CHAIRMAN:  The  states  could  not  impose  a  license 
COMMISSIONER  LOREE:  No. 

THE  CHAIRMAN:    Even,  I  suppose,  with  regard  to  inter 
state  motor  buses;  but  they  can  impose  a  tax. 
COMMISSIONER  LOREE:  Yes. 

THE  CHAIRMAN:     Well,  we  are  very  much  obliged  to 
you,  Mr.  Pooley,  and  to  you,  Mr.  Napier;  and  after  examina- 
tion of  the  file  we  will  take  advantage  of  your  willingness 
to  answer  interrogatories. 

MR.  NAPIER :    We  will  give  you  the  very  fullest  in- 
formation we  can  on  any  subject  with  respect  to  which  you 
desire  to  make  inquiry. 

THE  CHAIRMAN:     Thank  you.      We  shall  now  be  glac  to 
hear  from  Mr.  Griffith,  who  is  Chief  Engineer  and  Deputy 
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Minister  of  Railways  and  is  in  a  position  to   speak  with 
regard  to  the  matter  of  the  Peace  River  connection  to  which 
Premier  Tolmie  referred  this  morning. 

MR.  GRIFFITH:     Mr.  Chairman,   I  think  it  was  the  in- 
tention of  the  Premier  to  have  come  here  himself,  hut  he  had 
to  leave ;  and  if  you  will  permit  me  I  will  read  a  brief 
statement  which  will  give  you  a  general  idea  of  the  situa- 
tion with  respect  to  the  Pacific  Great  Eastern  Railway, 
The  Pacific  Great  Eastern  Railway  as  operated  at 
the  present  time  starts  at  Squamish  on  the  Pacific  coast 
and  runs  to  Quesnel,  a  distance  of  348  miles. 

Summary  of  approximate  cost  of  completion  and 
extension  from  Vancouver,   (Second  Narrows  Bridge)  to 
Alberta  boundary  via  Peace  Pass   (Crysdale  estimate): 

Vancouver  to  Squamish  $2,500,000  42  miles 

Quesnel  to  Prince  George        3,000,000  82  " 

Prince  George  to  Finlay 

Forks  6,880,000  180  " 

Finlay  Forks  to  Hudson  Hope  3,600,000  90 
Hudson  Hope  to  Interpro- 
vincial  boundary  (North 

side  Peace  River)  5,250,000  150 

Approximate  cost  $21,230,000  544 

Railway  operated  346 

Total  mileage  from  Vancouver)  f| 
to  interprovincial  boundary)  890 

Distance  from  interprovincial  boundary  to  connect  with 

Northern  Alberta  Railways  at  Hines  Creek  is  80  miles. 

A  branch  line  from  Hudson  Hope   (south  of  Peace  River) 

to  Northern  Alberta  Railways  at  Dawson  Creek  is  110  miles, 

approximate  cost  $4,000,000. 

Statement  of  Accounts  as  at  51st  December ,1930 

Investment  in  railway  and  equipment: 
Main  Line  $64,689,070,00 
Peace  River  survey  45,294.58 

Total  |64,734,364.53 
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The  above  includes: 

Cost  of  construction  and  equipment  $28,549,432.63 
Interest  to  31st  December,  1930  31,514,150*37 
Loss  in  operation  4,670,781.58 

Net  deficit  on  railway  operation 

during  1930  $55,816.57 

Liabilities 

Total  liability  as  at  31st  December, 

1930  $66,650,803.82 

The  above  includes: 

Guaranteed  stock  and  bonds 

and  interest  $20,575,800.00 

Interest  paid  on  above  11,601,566.53 

Interest  accrued  thereon  4,319,942.20 

Loans  from  province  18,664,416.07 

Interest  accrued  thereon  11,312,940.54 

The  details  are  given  in  the  printed  statement  of 
accounts  which,  with  the  memorandum,  will  be  filed  with 
the  Commission. 

Agreement  with  the  Grand  Trunk  Pacific  Railway  Company : 
The  Pacific  Great  Eastern  Railway  Company  was  in- 
corporated in  1912  --  Foley,  Welch  and  Stewart.  The 
object  was  to  construct  a  line  of  railway  from  the  city 
of  Vancouver  to  Port  George,  which  has   since  become  the 
city  of  Prince  George,  a  distance  of  approximately  four- 
hundred  and  seventy  miles,  to  serve  as  a  branch  line 
of  the  Grand  Trunk  Pacific  Railway  to  Vancouver.  At 
the  same  time  that  the  Company  was  Incorporated  the 
Legislature  ratified  an  agreement   (Chapter  34,  S.1912) 

which  had  been  entered  into  between  the  Government  of 
the  province,  the  promoters  of  the  Pacific  Great  Eastern 
Railway  and  the  Grand  Trunk  Pacific  Railway  Company, 
under  which  the  latter  bound  themselves  to  route  all 
passenger,  freight,  express  and  mail  traffic  originating 
on  the  Grand  Trunk  Pacific  Lines  and  destined  for  Van- 
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couver  or  way  stations  over  the  Pacific  Great  Eastern 
Railway . 

Construction  was  continued  between  North  Vancouver 
and  Prince  George  until  the  winter  of  1917-18  when  the 
Company  threw  up  its  hands  both  in  regard  to  operation 
of  the  line  already  constructed  and  as  to  the  completion 
of  tracklaying  for  the  two  hundred  and  fifty  odd  miles  on 
to  Prince  George. 

The  provincial  Government  then  took  over  the  railway 
and  continued  construction  to  the  stage  at  which  it  stands 
to-day. 

The  Dominion  Government  having  in  the  meantime  taken 
over  the  Grand  Trunk  Pacific  Railway  and  the  Canadian 
Northern  Railway,  refused  to  acknowledge  any  responsibility 
in  connection  with  the  provincial  traffic  agreement  with 
the  Grand  Trunk  Pacific  Railway  Company,  presumably  be- 
cause they  had  access  to  Vancouver  over  the  Canadian 
Northern  Railway;  there  was  therefore  no  direct  obliga- 
tion to  complete  the  railway  to  Prince  George  at  that 
time,  especially  under  war  conditions,  but  the  province 
still  maintains  that  there  is,  to  say  the  least,  a  moral 
obligation  to  the  end  that  the  province  should  not  have 
to  bear  all  the  loss  sustained  through  the  failure  of  the 
Dominion  Government  to  carry  out    'the  agreement  made  in 
good  faith  by  this  province. 
That,  I  think,  is  one  of  the  chief  complaints  against  the 

Dominion  Government  just  now. 

MR.  POOLEYs     It  involves  to  that   extent  the  Pacific 
Great  Eastern  Railway  with  the  general  railway  policy  of 
the  whole  of  Canada. 
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SIR  JOSEPH  FLAVELLE:  What  was  the  ground  stated  by 
the  Dominion  Government  for  refusing  to  recognize  their  eon- 
tract  in  connection  with  the  road  they  took  over? 

MR.  POOLEY:     They  took  over,   sir,  the  Grand  Trunk 
Pacific  and  the  Canadian  Northern  -- 

SIR  JOSEPH  FLAVELLE :     Quite;   5  know  the  practical 
side  of  it,  but  I  mean  on  the   side  of  responsibility  —  why 
would  they  disregard  the  contract? 

MR.  POOLEY:     Well,  I  do  not  know  why;  I  was  not  in 
the  confidence  of  the  Government  in  those  days.    But  I  pre- 
sume they  simply  said:    Well,  what  are  you  going  to  do  about 
it?      We  already  have  an  outlet  to  Vancouver  and  we  do  not 
want  to  complete  the  road.      In  the  meantime  we  have  spent 
all  the  money  building  that  road,  guaranteeing  Foley,  Welch 
&  Stewart's  bonds  just  for  the  purpose  of  controlling  all 
the  through  traffic  to  Vancouver  over  that  line. 

THE  CHAIRMAN:     The  contract  was  with  Foley,  Welch 

&  Stewart? 

MR.  POOLEY:    Yes,  and  the  Grand  Trunk  Pacific 

Railway  Company. 

THE  CHAIRMAN:     Perhaps  there  was  some  technical 
ground  entitling  the  Grand  Trunk  Pacific  to  repudiate  the 
agreement  --  failure  to  complete  within  the  time  specified, 
or  some  such  consideration. 

MR.  POOLEY:     They  both  stopped  at   the  same  time. 
As  soon  as  the  Grand  Trunk  Pacific  threw  up  their  hands, 
so  to   speak,  and  the  federal  Government  had  to  take  them 
over,  then  Foley,  Welch  &  Stewart  threw  up  their  hands  on 
this  one.      But  the  agreement  was  not  operative  until 
Foley,  Welch  &  Stewart  had  actually  completed  the  line  tr 
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Prince  George. 

TKE  CHAIRMAN :     Was  there  no  time  limit  on  the  agree- 
ment between  Foley,  Welch  &  Stewart  and  the  Grand  Trunk 
Pacific? 

MR.  POOLEY:     I  do  not  think  so. 
MR.  GRIFFITH   :  Oh  no. 

THE  CHAIRMAN:     That  claim  is  now  being  pressed  and 
has  been  pressed  b\  the  provincial  Government  upon  the  Domin- 
ion Government,  continually,  I  suppose,  ever  since  the  com- 
pletion of  the  arrangements. 

MR.  GRIFFITH:     Yes.      The  result  is  that  the  Pacific 
Great  Eastern  Railway  starts  at  S^uamish  instead  of  at  North 
Vancouver.        First  of  all  they  started  to  build  twelve 
miles  from  North  Vancouver  and  that  was  operated  for  a  rCai  o, 

THE  CHAIRMAN:     Squamish  is  where? 

MR.  GRIFFITH:    About  forty  miles  norh  of  Vancouver. 
THE  CHAIRMAN :     It  runs  from  tidewater  how  far  up? 
MR.  GRIFFITH:     Then  it  is  completed  for  348  miles 
to  Quesnel. 

THE  CHAIRMAN:     What  is   bhe  investment  of  the  pro- 
vince in  the  road? 

MR.  POOLEY:     By  actual  loan,  ^36,000,000,  and  we  hav 
now  in  it  about  $64,000,000,  interest,  advances,  and  so  on* 

THE  CHAIRMAN:     The  figures  are  given  in  this  memo- 
randum? 

MR.  POOLEY:     Yes,   certainly;  everything  is  here, 
SIR  JOSEPH  FLAVELLE:     The  road  was  not  completed  to 

Prince  George? 

MR.  GRIFFITH:     No,  It  is  eighty  miles  short. 

SIR  JOSEPH  FLAVELLE :     So  you  could  not  really  take 
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express  and  freight  because  you  have  not  any  connection  as 

yet. 

THE  CHAIRMAN:     I  understand  that  Foley,  Welch  & 
Stewart  threw  their  hands  up  after  the  agreement  had  been  re- 
pudiated, because  the  Grand  Trunk  Pacific,  or  the  Government 
as  the  successors  of  the  Grand  Trunk  Pacific,   said  they  would 
not  honour  the  agreement.      My  own  impression  would  be  that 
there  was  some  technical  ground  upon  which  they  were  entitled 
to  repudiate,  but  the  Attorney  General  does  not  suggest  any. 
I  assume  we  would  be  able  to  get  exact  information  as  to  that. 

MR.  POOLEY:  Yes. 

SIR  JOSEPH  FLAVELLE:     I  thought  I  understood  Mr, 
Poo  ley  to  say  that  when  the  Grand  Trunk  Pacific   threw  up  its 
hands,  unable  to  complete  its  work,  Foley,  Welch  &  Stewart 
threw  up  their  hands,  not  on  this  line,  but  when  the  Grand 
Trunk  Pacific  — 

THE  CHAIRMAN j     But  the  Grand  Trunk  Pacific  had  com- 
pleted their  line.       It  was  when  the  Government  took  over  the 
Grand  Trunk  Pacific  in  1917;  that  is  what  you  mean,  Mr. 
Pooley? 

MR.  POOLEY:  Yes. 

SIR  JOSEPH  FLaVELLE :     Had  the  Grand  Trunk  Pacific 
completed  their  line  at  that  time? 

MR.  POOLEY:     Oh  yes,  operating  to  Prince  Rupert  at 
that  t  ime • 

THE  CHAIRMAN:     The  Government  then  said:     We  do  not 
recognize  this  agreement,  and  of  course  the  traffic  agreement 
not  being  recognized  —  it  was  corporate  responsibility,  was 
it  not  ? 

MR.  POOLEY:  Yes. 
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THE  CHAIRMAN :     That  is  to  say,  Foley,  Welch  8c  Stewart 
were  the  P.  G.  E.  Company? 

MR.  POO  LEY:     Foley,  Welch  &  Stewart  was  the  name  of 

the  firm. 

THE  CHAIRMAN :     The  contract  with  the  Grand  Trunk 
Pacific  was  not  between  the  Grand  Trunk  Pacific   and  the  company 
but  between  the  Grand  Trunk  Pacific  and  the  firm,  who  were  a 
firm  of  railway  contractors? 

MR.  POO LEY:     That   is  so. 

THE  CHAIRMAN:     Have  you  a  reference  to  the  statute 
in  the  documents  filed? 

MR.  POOLEY:    Yes,   it  is  chapter  34  of  1912. 

THE  CHAIRMAN:     To  what  extent  is  the  road  being  oper- 
ated? 

MR.  GRIFFITH :     From  Tidowater  to  Quesnel,   340  miles. 
THE  CHAIRMAN:     It  is  one  of  the  few  provincial  roads 
in  this  country. 

SIR  JOSEPH  FLAVELLE:    Have  you  a  daily  service? 

MR.  GRIFFITH :       No,  twice  a  week  now  and  three  in  the 

summer . 

SIR  JOSEPH  FLAVELLE:     I  suppose  freight  is  carried  b;7 
way  freight? 

MR.  GRIFFITH:     No,  freight  and  passenger  combined 
combination  trains.        There  is  not  sufficient  traffic  for  a 

passenger  service  alone. 

THE  CHAIRMAN:    Well,  Mr.  Griffith,  we  have  the 
memorandum,  and  if  anything  further  is  required  I  suppose  we 
shall  be  able  to  get  it. 

MR.  GRIFFITH:     Yes;  If  that  is  not  sufficient,  Mr. 
Chairman,   I  have  all  the  numerous  details  in  connection  with 
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the  railways. 

COMMISSIONER  LOREE :     How  do  you  regard  the  future? 

MR.  GRIFFITH :     Well,  the  line  has  to  continue  to 
the  Peace  River  country,  there  is  no  question  about  that. 
That  is  v/here  the  wheat  land  is,  the  best  farming  land  we 
have  in  the  province. 

COMMISSIONER  LOREE:     The  future,  then,  is  doubtful, 

is  it? 

MR.  POOLEY:     It  starts  nowhere  and  ends  nowhere  j 
that  is  the  point. 

COMMISSIONER  LOREE:     Is  there  a  motor  road  through 
that  country? 

MR.  POOLEY:  We  have  the  oldest  wagon  road  in  the 
whole  province  in  there,  the  old  Cariboo  road,  built  In  the 
sixties • 

COMMISSIONER  LOREE:     It  is  quite  satisfactory? 
MR.  POOLEY:     Oh  yes. 

MR.  GRIFFITH:     But  it  does  not  follow  the  P.G.E. 

MR.  POOLEY:     It  taps  the  main  portion  of  it,  but  do 
not  touch  the  first  150  miles. 

SIR  JOSEPH  FLAVELLE:     That  is  to   say,  assuming  the 
adoption  of  such  a  drastic  course  as  the  abandonment  of  the 
railway,  the  settlers  in  there  would  be  served  by  a  motor 
road  paralleling  it? 

MR.  POOLEY:     Not  the  settlers  for  the  first  150 
miles,  no;  but  beyond  that,  yes. 

SIR  JOSEPH  FLAVELLE:     Are  the  grades  heavy? 

MR.  GRIFFITH:     Two  and  a  quarter  per  cent  is  the 
maximum        ten  degree  curvature • 

COMMISSDNER  LOREE:     Could  the  country  be  ado- 
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quately  served  "by  wagon  road  where  the  railway  now  is  on  that 
first  150  miles? 

MR.  GRIFFITH:     There   Is  really  nothing  to  serve  there 
except  scenery, 

THE  CHAIRMAN:     It  is  through  the  mountains? 

MR.  GRIFFITH:  Yes. 

THE  CHAIRMAN:    Where  does  the  old  wagon  road  terminate? 

MR.  POOLEY:     The  Cariboo  road  runs  from  Vancouver  to 
Prince  George  and  the  railway  taps  that  wagon  road  at  Lilooet* 

THE  CHAIRMAN:     One  hundred  and  fifty  miles  from  tide- 
water ? 

MR.  POOLEY:  Yes. 

SIR  JOSEPH  FLAVELLE :    And  there  is  no  traffic  for  that 

last  150  miles? 

MR.  POOLEY:    Except  the  mines . 

MR.  GRIFFITH:  In  the  summer  the  tourists  go  up  to  the 
lakes;  there  is  quite  a  good  traffic  for  a  portion  of  the  summ- 
er . 

THE  CHAIRMAN :     There  is  no  settlement;  it  is  a  moun- 
tainous route? 

MR.  GRIFFITH:     The  British  Columbia  Electric  are  in 

there . 

MR.  POOLEY:     They  are  building  a  new  hydro  electric 

station  at  Bridge  River. 

THE  CHAIRMAN:    And  they  depend  on  you  for  transport? 

MR.  POOLEY:  Yes. 

THE  CHAIRMAN:     It  is  a  power  line  that  is  contemplated, 

is  it? 

MR.  GRIFFITH :     Yes,   it  is  nearly  completed  now, 
THE  CHAIRMAN:     That  is  to  Vancouver,  of  course? 
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MR.  GRIFFITH j  Yes. 

MR.  POOIEY:     It  is  the  biggest  hydro  electric  pro- 
ject on  the  coast . 

COMMISSIONER  LOREE :     The  Canadian  National  have  a 
line  practically  parallel  fifty  miles  away? 

MR.  GRIFFITH;  Yes. 

COMMISSIONER  LOREE:     What  sort  of  grades? 

MR.  POOIEY:  Less  than  one  per  cent  on  the  Canadian 
National  all  through  the  mountai  ns.  It  is  the  lowest  grade 
of  any  transcontinental  line. 

COMMISSIONER  LOREE:     If  that  were  pushed  up  to 
connect  with  the  Prince  Rupert  line  would  it   replace  any 
demand  there  was  for  this  line? 

MR.  POOLEY:     That  is  exactly  how  it  is  now,  sir, 
The  Grand  Trunk  Pacific  and  the  Canadian  National  meet  at 
Red  Cap  Junction;  one  goes  due  west  to  Prince  Rupert  and 
the  other  goes  due  south  to  Vancouver.     Formerly  the  Grand 
Trunk  Pacific  and  the  Canadian  National  paralleled  each  othe 
for  about  400  miles  from  Edmonton  west  to  Red  Cap  Junction; 
they  were  within  three  or  four  feet  of  each  other  at  many 
places,  but  when  the  federal  Government  took  over  both  these 

roads  they  tore  up  one  track  and  joined  the  two  into  one, 
and  the  rails  were  shipped  to  France  during  the  war.  That 
is  one  of  the  main  reasons  why  the  Canadian  Government  is 
not  so  much  interested  in  the  P.G.E.,  because  they  have  an 
outlet  to  Vancouver  over  the  old  Canadian  Northern  track, 
now  the  Canadian  National. 

COMMISSIONER  LOREE:     Has  any  use  been  made  of  the 

abandoned  right  of  way? 
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MR.  POOLEY:  No. 

THE  SECRETARY:  They  are  planning  to  use  it  as  a 
highway,  are  they  not? 

MR.  POOLEY:  A  short  portion  of  it  is  being  used 
a  highway,  yes. 

At  1.05  p.m.  the  Commission  adjourned. 
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ROYAL  COMMISSION  ON  RAILWAYS  AND  TRANSPORTATION 


The  Royal  Commission  appointed  to  inquire  into 
the  whole  problem  of  transportation  in  Canada,  parti- 
cularly in  relation  to  railways,  shipping  and  communi- 
cation facilities  therein,  having  regard  to  present 
conditions  and  the  probable  future  developments  of 
the  country,  met  at  the  Court  House,  Victoria,  B.C. 
on  Thursday,  December  10,  1931. 


PRESENT : 

RIGHT  HON.  LYMAN  POORE  DUFF,  P.C.,  Chairman 
RIGHT  HON.  LORD  ASHFIELD 
SIR  JOSEPH  W.  FLAVELLE,  Bart., 
BEAUDRY  LEMAN,  Esq., 
LEONOR  FRESNEL  LOREE,  Esq.., 
WALTER  CHARLES  MURRAY,  Esq.., 
JOHN  CLARENCE  WEBSTER,  Esq,, 


Commissioners 


Arthur  Moxon,  Esq. ,K.C. ,  Secretary 

George  W.  Yates,  Esq.,      Assistant  Secretary 


PUBLIC  MEETING 

Representations  were  made  to  the  Commission  by: 

Hon.  R.H.Pooley,  K.C.,  Attorney  General, 

for  the  Provincial  Government, 

Alderman  W.  T.  Straith,  for  the  City  of  Victoria, 

D.  S.  Tait,  Esq.,  for  the  Panama  Pacific  Grain 

Terminals  Limited, 

M.  B.  Jackson,  Esq.,  K.C.,  " 

Mrs.  Bertha  Wait, 

Robert  Taylor  Williams,  Esq., 
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Court  House,  Victoria, 

Thursday,  December  10,  1931 

MORNING-  SESSION 
The  Commission  met  at  10.30  a.m. 

HON.  R.H.POOLEY,  K. C. , (Attorney  General):  Mr. 
Justice  Duff  and  Gentlemen  of  the  Commission:  It  is  my 
pleasant  duty  this  morning  to  formally  welcome  you  to  the 
Province  of  British  Columbia.     Of  course  you  all  appreciate 
that  in  a  sense  it  is  not  necessary  for  me  to  welcome  the 
Right  Hon.  Mr.  Justice  Duff  to  Victoria,  because  we  all 
know  him  so  well  that  he  has,  so  to  speak,  come  home.  We 
are  always  very  glad  to  see  him,  as  it  brings  back  to  some 
of  us  oldtimers  memories  of  the  good  days  gone  by.  We 
appreciate  the  magnitude  of  the  task  which  you  have  in  hand 
and  what  it  means  to  every  province  of  the  Dominion  that 
matters  connected  with  what  may  be  termed  the  over-lapping 
of  the  railways  should  be  cleared  up  for  the  benefit  of  all 
concerned. 

I  do  not  know  what  representations  will  be  made 
before  you  this  morning,  but  I  am  advised  that  Alderman 
W.  T.  Straith  will  make  representations  for  and  on  behalf 
of  the  City  of  Victoria,  and  Mr.  D.  S.  Tait  on  behalf  of 
the  Panama  Pacific  Grain  Terminals  Limited,  situated  on 
the  harbour  front. 

While  you  are  here  I  wish  to  say  that  the  facil- 
ities of  the  government  staff,  its  buildings  and  everything 
else  are  at  your  disposal;  we  have  made  similar  arrangements 
for  you  in  the  City  of  Vancouver,  and  we  shall  do  our  best 
to  make  your  stay  a  pleasant  one  and  your  labours  as  light 
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as  possible. 

THE  CHAIRMAN:  We  are  obliged  to  you,  Mr.  Attorney 
General,  for  your  kind  words  of  welcome,  and  we  appreciate 
the  arrangements  made  by  the  Provincial  Government  to  assist 
us  in  every  way  possible.     It  is  needless  to  say  that  the 
task  which  has  been  imposed  upon  us  is  one  not  of  provincial 
interest  alone  but  of  national  interest.     Perhaps  I  may  be 
permitted  to  refer  to  the  pleasure  I  experience  in  being  in 
Victoria  again,   in  answer  to  what  you  have  been  so  kind  to 
say  with  regard  to  myself  personally. 

Now  we  shall  be  prepared  to  hear  Alderman  Straith. 
ALDERMAN  W.  T.  STRAITH:  Mr.  Chairman  and  Gentlemen 
of  the  Royr.l  Commission,  my  remarks  will  be  very  brief 
because  Mr.  Tait  is  dealing  with  the  subject  which  I  shall 
introduce  on  behalf  of  the  City. 

In  the  City  of  Victoria  we  have  a  grain  elevator 
which  to  some  extent  has  been  subsidized  by  the  City.  We 
are  interested  in  it  not  only  because  we  have  subsidized 
it,  but  because  it  is  a  local  industry  that  is  struggling 
against  certain  difficulties. 

The  first  difficulty  is  that  there  is  a  terminal 
rate  applicable  to  grain  which  is  received  in  Victoria, which 
is  the  same  as  the  terminal  rate  for  grain  reaching  Vancouver 
but  the  rate  for  Victoria  applies  only  with  respect  to  grain 
which  comes  by  way  of  the  Canadian  National  Railways;  it  does 
not  apply  to  grain  coming  over  the  Canadian  Pacific  Railway. 
That  is  the  first  compDaint  with  which  Mr.  Tait  will  deal. 

The  second  difficulty  is  this:     It  is  practically 
impossible    by   the  Canadian  Pacific  Railway,  even  assuming 
that  an  equal  terminal  rate  were  granted  to  Victoria,  for 
grain  to  reach  the  local  elevator  by  reason  of  the  practical 
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difficulty  arising  from  the  fact  that  the  car  barges  of  the 
Canadian  Pacific  Railway  will  not  fit  into  the  barge  slip 
at  the  terminal  elevator. 

The  third  is  the  anxiety  of  the  people  of  the 
lower  part  of  Vancouver  Island  for  a  favourable  domestic 
rate  on  grain  to  assist  the  poultry  raisers  and  those  inter- 
ested in  the  dairying  industry  in  that  section.  I  am  sure 
that  the  Chairman  of  the  Commission  is  aware  of  the  fact 
that  the  clearing  of  land  in  this  part  of  the  country  is 
very  difficult  and  very  expensive.     Consequently  it  is  im- 
practicable for  the  farmers  here  to  raise  sufficient  grain 
on  the  expensive  land  which  they  have  to  purchase  for  the 
purpose  of  keeping  their  cattle  and  poultry.    For  that  rea- 
son an  advantageous  rate  on  grain  would  be  greatly  to  the 
advantage  of  Vancouver  and  also  of  that  district. 

These  are  the  three  points,  Mr,  Chairman,  that  Mr. 
Tait  will  deal  with. 

THE  CHAIRMAN:  Mr.  Tait. 

MR.  D.  S.  TAIT:  Mr.  Chairman  and  members  of  the 
Commission,  the  problem  which  we  in  this  City  have  to  face 
will  illustrate  probably  as  extreme  an  instance  of  lack 
of  cooperation  between  the  two  railways  as  is  likely  to  be 
met  with  by  the  Commission,  and  also  the  utter  ignoring  by 
one  of  these  great  railways  of  the  needs  and  equipment  of 
the  Port. 

We  have  on  the  Ogden  Point  docks  a  first  class  ter- 
minal elevator,  modern  in  every  respect,  fitted,  I  think,  to 
handle  grain  outward  as  cheaply  as,   if  not  more  cheaply  than, 
any  other  elevator  on  the  Pacific  coast.    A  great  stream  of 
traffic  in  the  way  of  passenger  vessels  and  freighters  pass 
our  doors  which  do  not  go  up  to  Vancouver.    Much  of  that 
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traffic  is  loaded  with  American  grain,  and  there  is  an 
opening  to  have  those  boats  take  parcel  cargoes  of  Canadian 
grain  to  deliver  to  their  customers  so  they  may  obtain  the 
proper  mixture.    The  proposition  is  sound,  but  today  it  is 
strangled  by  lack  of  cooperation  between  the  two  railways, 
and  the  utter  refusal  of  one  of  the  railways  to  grant  a 
terminal  rate  for  export  grain  to  Victoria. 

The  other  point  that  Alderman  Straith  touched 
upon  is  of  considerable  importance  to  the  district.  Un- 
doubtedly we  have  the  mildest  climate  of  any  portion  of 
Canada,  and  in  proportion  to  the  amount  of  cleared  land  oar 
people  have  brought  about  a  very  high  development  of  the 
dairying  and  poultry  business.     Cattle  and  poultry  do  exceed, 
ingly  well  and  the  stock  is  of  exceptionally  high  class. 
But  for  the  reason  that  Alderman  Straith  has  touched  on  we 
cannot  produce  our 'own  grain.    For  that  purpose  we  need  a 
very  considerable  area  of  really  good  arable  land, and  it 
costs  from  four  hundred  to  five  hundred  dollars  an  acre  to 
clear  our  land.    Therefore  the  benefit  which  an  operating 
elevator  would  confer  by  making  available  cheaper  feeds  to 
this  district  is  probably  greater  in  proportion  than  would 
be  the  case  in  any  other  part  of  Canada  where  they  are  in 
a  position  to  produce  grain  to  supply  their  own  needs. 

Now,  the  elevator  besides  being  a  private  enter- 
prise is  in  a  measure  a  community  enterprise,  inasmuch  as 
the  City  of  Victoria  has  subsidized  its  bonds  to  the  extent 
of  $308,000.     If  the  elevator  fails  the  loss  is  liable  to 
fall  upon  the  shoulders  of  the  people  of  this  City.  The 
elevator  is  also  to  a  certain  extent  a  Dominion  government 
enterprise,  because  the  Dominion  government  built  the 
Ogden  Point  breakwater,  which  you  passed  on  your  right  as 
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yovi  came  into  the  harbour  last  night.    The  Federal  authori- 
ties spent  several  million  dollars  on  the  enterprise,  but  ..t 
development  of  the  docks  has  been  extremely  slow.    To  en- 
courage that  development  they  gave  a  very  favourable  long 
term  lease  to  the  terminal  company. 

The  Canadian  National  Railways  gave  us  a  terminal 
rate  on  grain  of  twenty         cents  per  hundred  pounds,  which 
is  the  same  as  they  give  to  the  City  of  Vancouver.    It  is 
alleged       and  it  is  true  —  that  the  Canadian  National 
Railways  are  in  a  more  favourable  position  to  give  that  rate 
than  are  the  Canadian  Pacific  so  far  as  regards  this  port, 
for  they  have  their  railway  terminals  at  Port  Mann  on  the 
Fraser  River,  and  it  costs  them  as  much  as,  possibly  a 
shade  more    to  bring  their  grain  into  Vancouver  than  into 
Victoria,    Therefore  it  is  advantageous  for  them  to  bring 
it  to  Victoria.    The  Canadian  Pacific  Railway,  on  the  other 
hand,  have  their  tracks  running  along  the  water  front  of  the 
City  of  Vancouver,  where  they  deliver  the  grain  to  the 
Vancouver  elevators,  and  the  cost  of  bringing  the  grain  by 
barge  to  Victoria  would  undoubtedly  be  additional;  but  it  is 
a  reasonable  additional  cost,  and  we  are  not  being  met  in  a 
proportionately  reasonable  spirit. 

Grain  can  be  brought  in  and  delivered  to  our 
elevator  by  Canadian  National  ferry,  but  in  order  to  do  so 
it  is  necessary  for  the  Canadian  Pacific  to  deliver  the 
grain  to  the  Canadian  National  Railway  for  transport  over 
possibly  two  hundred  yards  of  their  line  with  about  a  mile 
and  a  quarter  of  a  water  haul  from  Curtis  Point,  a  mile  and 
a  quarter  up  the  harbour,  to  the  Ogden  Point  docks.  So 
that  to  a  certain  extent  in  delivering  their  grain  the 
Canadian  Pacific  Railway  would  have  to  work  under  an  arrange- 
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ment  with  the  Canadian  National  Railway,  and  the  Canadian 
National  Railway  would  obtain  some  benefit  from  that  haul. 

Now  I  must  say  our  experience  shows  that  these 
railways  are  acting  altogether  as  keen  competitors;  there 
has  been  very  little  of  the  spirit  of  cooperation.  An 
illustration  of  that  is  the  fact  that  this  City  for  years 
strove  to  obtain  interswitching  facilities  between  these 
railways  on  what  is  called  the  industrial  reserve  across 
the  harbour,  known  as  the  Songhees  Reserve.    That  inter- 
switching would  be  for  the  length  of  about  three  quarters  of 
a  mile  to  enable  cars  to  be  shipped  from  one  railway  to  the 
other,  so  that  Canadian  National  Railway  cars  could  be  de- 
livered to  industrial  establishments  operating  on  the 
Canadian  Pacific  portion  of  the  industrial  reserve,  and 
Canadian  Pacific  cars  could  be  delivered  to  mills  and  so  on 
which  had  direct  switches  from  the  Canadian  National  Rail- 
ways.    The  opposition,  at  least  from  the  Canadian  Pacific 
Railway  to  that  proposal  was  extreme,  and  it  was  several 
years  before  it  was  finally  put  through  under  coercion  of 
an  order  of  the  Railway  Board. 

THE  CHAIRMAN:  In  what  year  was  that  order  made? 
MR.  TAIT:  About  two  to  two  and  a  half  years  ago 
the  intersv/itch  was  completed. 

THE  CHAIRMAN:  Roughly  speaking  what  was  the  Can- 
adian Pacific  industrial  area  to  which  the  Canadian  National 
wished  to  get  access? 

MR.  TAIT:  It  was  largely,  Your  Lordship,  a  question 
of  the  merchants  of  Victoria  and  the  mill  men  of  the  Island 
desiring  to  get  access  to  the  Ogden  Point  docks. 
THE  CHAIRMAN:  I  see. 

MR.  TAIT:  Because  by  means  of  that  interswitching 
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facility  the  mills  on  the  C.  P.  R.  could  get  their  cars 
delivered  to  the  Canadian  National  Railway,  and  the  Canad- 
ian National  Railway  could  place  them  at  the  assembly 
dock  at  Ogden  Point  "by  means  of  their  ferry. 

THE  CHAIRMAN:  What  was  the  alternative  route? 
MR.  TAIT:  There  was  no  alternative  route.  Up  to 
that  time  all  stuff  from  mills  on  the  Canadian  National 
Railways  desiring  to  go  up  on  the  C.  P.  R.,  or  from  indus- 
trial establishments  such  as  the  Sidney  Roofing  and  Paper 
Company,  which  is  a  splendid  flourishing  industry  here,  had 
all  to  be  trucked  to  the  Canadian  National  Railways;  where- 
as if  it  could  be  loaded  on  the  cars  right  in  their  own 
yards    and  transferred  by  this  interswitching  facility  all 
that  double  handling  could  be  avoided.    That  interswitching 
facility  has  now  been  established,  and  it  is  a  material  fac- 
tor in  our  position    because  the  Canadian  Pacific  Railway 
have  their  ferry  slip  at  Esquimalt,   just  about  throe  miles 
away;  a  three  mile  haul  brings  their  grain  into  the  City  of 
Victoria  and  over  the  interswitch  to  the  Canadian  National, 
less  than  a  hundred  and  fifty  feet,  and  the  Canadian  National 
place  the  cars  on  their  harbour  barge,  then  there  is  a 
quarter  of  a  mile  haul  and  another  two  hundred  feet  on  the 
rails  at  Ogden  Point  into  the  elevator. 

Now,  as  I  have  said,  the  Canadian  National  Rail- 
way terminal  rate  on  export  grain  is  twenty  cents,  the 
Canadian  Pacific  Railway  have  to  date  refused  to  give  us  any 
export  rate  on  grain  for  shipment  from  Victoria,  and  the 
only  rating  available  to  us  is  the  domestic  rate  of  forty- 
one  cents       a  difference  which  more  than  doubles  the  rate 
at  which  grain  is  delivered  to  Vancouver  or  to  Victoria 
over  the  Canadian  National  Railways,  or  a  differential  of 
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twenty-one  cents,  which  is  absolutely  prohibitive. 

The  question  might  be  asked:  Why  could  not  we  get 
along  with  the  Canadian  National  rate  alone?    We  have  found 
it  virtually  impossible.    Last  year  and  this  year  the  ele- 
vator has  been  operated  under  lease  by  the  Grain  Pool.  By 
that  arrangement  we  in  the  City  are  losing  money,  and  wc 
are  in  danger  of  having  the  project  a  failure  because  the 
rental  is  too  low.    They  are  making  a  lot  of  money  on  it; 
we  are  making  none . 

The  reason  why  the  project  cannot  get  along  with- 
out the  Canadian  Pacific  rate  is  twofold.     The  principal 
reason  is  that  in  order  to  operate  the  elevator    it  is 
necessary  to  get  a  working  arrangement  with  some  of  the 
prairie  elevator  companies.    They  have  a  chain  of  prairio 
elevators  which  can  supply  grain  to  our  elevator.  All 
of  those  companies  without  exception  have  possibly  half  of 
their  elevators  on  the  Canadian  Pacific  Railway  line  and 
half  on  the  Canadian  Rational  line,  and  they  cannot  and  will 
not  make  an  arrangement  with  us  unless  they  can  get  an 
arrangement  under  which  the  elevator  will  handle  the  grain 
from  both  lines,  because  if  they  did  so  they  are  at  once 
in  difficulties  with  the  Vancouver  elevators;  these  must 
handle  the  balance  of  their  grain  and  would  not  do  so,  and 
they  succeeded  to  date  in  shutting  us  off. 

Another  reason  is  that  the  Canadian  Pacific  Rail- 
way lines  serve  most  of  the  territory  of  southern  Alberta 
and  southern  Saskatchewan,  where  the  grain  matures.,  earlier 
and  is  almost  invariably  drier  grain  than  that  grown  in 
northern  Alberta;  the  latter  is  much  more  likely  to  be 
damp  or  tough.     How  in  order  that  an  elevator  may  do 
business  properly  it  is  necessary  that  it  have  those  two 
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grades  of  grain  for  mixing.    Your  Lordships  may  not  under- 
stand this,  but  if  you  get  a  certain  amount  of  damp  grain 
and  mix  it  with  dry  grain,  the  dry  grain  absorbs  the  slight 
excess  of  moisture  from  the  damp  grain.     In  that  way  with- 
out drying,  which  is  a  very  expensive  process,  the  whole  of 
your  grain  is  fit  for  shipment.    That  is  a  very  important 
point  in  connection  with  the  grain  trade. 

Now,  the  position  which  the  Canadian  Pacific 
Railway  have  taken  to  date  amounts  to  an  absolute  refusal 
to  permit  grain  to  be  shipped  to  the  City  of  Victoria  from 
elevators  served  by  their  lines,  because  the  only  rate  they 
will  give,  the  domestic  rate,  is  absolutely  prohibitive. 

Recently  an  application  was  made  to  the  Railway 
Board,  but  the  Board  dealt  with  it  in  the  very  narrowest 
way.    They  said  in  effect:  We  cannot  find  that  the  refusal 
of  the  Canadian  Pacific  Railway  to  give  a  rate  equal  to  the 
rate  it  gives  to  Vancouver  is  discrimination.    They  did  not 
in  any  way  deal  with  the  feature  of  the  Canadian  Pacific 
Railway  giving  some  export  rate,  even  if  it  were  slightly 
higher  than  the  rate  given  to  the  City  of  Vancouver. 

The  Canadian  Pacific  Railway  gave  evidence  which 
I  think  was  extreme.        They  said  they  would  have  to  bring 
their  cars  in  by  barge  to  Esquimalt  and  over  the  interswitoh 
to  the  Canadian  National  Railways  for  delivery  by  the 
Canadian  National  Railway  to  Ogden  Point  and  back  again, 
which  would  cost  them  $42,70  per  car.    The  evidence  on  the 
part  of  the  Canadian  National  Railways  shows  that  it  costs 
them  about  $10.00  per  car.      The  Canadian  Pacific  Railway 
stated  that  if  their  barges  were  built  so  they  could  use  the 
Ogden  Point  ferry  slip  they  could  deliver  for  $27.40  per  car. 
This  is  more  than  double  what  it  costs  the  Canadian  National, 
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and  I  oan  perceive  no  reason  for  the  extreme  difference. 
But  even  accepting  their  figures,  their  cars  carry  about 
fifteen  hundred  bushels  of  grain,  and  the  differential  which 
they  say  would  meet  that  cost  would  mean  at  the  present 
time  a  difference  of  two  and  three  quarter  cents  per  hundred 
pounds,  or  if  they  were  able  to  bring  their  cars  to  that 
ferry  slip  direct,  a  difference  of  one  and  three  quarter 
cents  per  hundred  pounds;  whereas  the  present  differential, 
as  I  have  pointed  out,  is  twenty-one  cents  per  hundred 
pounds. 

But  the  case  made  by  the  Canadian  Pacific  Railway 
utterly  ignores  some  other  fundamental  fact*  one  of  which 
is  that  the  traffic  in  loaded  cars  from  Vancouver  Island 
is  vastly  greater  than  the  traffic  in  loaded  cars  to  Van- 
couver Island.    In  other  words,  both  railway  companies  are 
compelled  to  bring  vast  numbers  of  empty  cars  to  Vancouver 
Island.    The  exact  figures  in  the  case  of  the  Canadian 
National  Railways,  as  submitted  in  sworn  evidence  to  the 
Railway  Board,  showed  that  in  1930  they  took  out  from  Van- 
couver Island  17,000  loaded  cars,  while  they  brought  into 
Vancouver  Island  2,500  loaded  cars;  therefore  in  their  case 
they  required  to  bring  14,500  empties  to  Vancouver  Island. 
These  might  just  as  well  have  been  filled  with  grain.  Con- 
sequently I  think  the  bringing  of  grain  to  Vancouver  Island 
might  be  said  to  cost  the  Canadian  National  Railways  prac- 
tically nothing.    In  the  case  of  the  Canadian  Pacific  Rail- 
way the  difference  is  not  so  extreme,  but  still  it  is  very 
great.    Their  railway  lines  serve    the  older  established 
portion  of  the  Island,  and  their  loads  inward  are  greater. 
Nevertheless  the  difference  is  still  remarkable.    On  infor- 
mation which  we  gathered  because  the  Canadian  Pacific 
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Railway  refused  to  give  us  the  figures  -  at  least  the 
local  officials  did,  and  I  have  no  blame  to  attribute  to 
them  in  that  respect  -  it  would  seem  they  take  out  from 
Vancouver  Island  about  two  and  a  half  loaded  cars  for  every- 
one that  they  bring  in.    We  presented  those  figures  to  the 
Railway  Board,  and  they  were  not  denied;  therefore  I  take 
it  they  are  approximately  accurate.     Consequently  the  loaded 
car  landed  on  Vancouver  Island  is  of  great  value  to  the 
railway  company,  and  if  they  are  prepared  to  do  what  on 
their  own  evidence  they  do  in  some  oases,  absorb  a  little  of 
the  cost  of  delivering  to  an  elevator  which  is  not  exactly 
on  their  line,  and  if  they  would  take  into  consideration 
the  value  to  them  of  the  empty  car  on  Vancouver  Island, 
they  could  very  easily  grant  to  this  elevator,  I  would'sug- 
gest,  a  rate  with  a  differential  of  not  more  than  one  cent 
per  hundred  pounds  as  between  the  cost  over  and  above  the 
rate  which  they  charge  to  the  City  of  Vancouver,     with  that 
differential  of  one  cent  per  hundred  pounds,  or  something 
in  that  neighborhood,  we  could  get  along,  and  this  elevator, 
which  is  of  the  greatest  importance  to  Victoria  and  this 
end  of  Vancouver  Island,  could  live. 

To  show  the  extreme  position  the  railway  company 
have  taken,  I  wish  to  refer  for  a  moment  to  a  portion  of  the 
answer  that  they  filed  before  the  Railway  Board.    They  said: 

?^eB?aJ|r  "stanoe  ^om  Vancouver  to  Victoria 
,Lt  f  ty:?'f'2  miles-    0ur  officials  do  not 
consider  that  we  should  be  obliged  to  haul  srain 
xrom  Vancouver  to  Victoria  free  of  charge  whfn 
t^ttleVa™V  oaPa°"y  at  Vancouver  is  sufficient 
to  take  care  of  the  traffic  which  is  moving  ?he 

wfrra^f  e5pt°ese  whioh  wo«14  be  invoivefis  un- 
warranted.   Nothing  whatever  would  be  aceomoli short 

by  handling  grain  to  Victoria  for  expor?    as  ocean 

and  th?a?f?i0t0ria  and  are  the  sLe 

in  hauling "^ence  m  the  cost  to  the  rail  lines 
Vano^vrS6  t  *  frain  t0  ^^ia  as  oomparod  with 
Vancouver,  and  bringing  the  empty  cars  back  to  the 


253 


Mr,  D,  S.  Tait 


main  line,  would  be  nothing  short  of  wasteful 
ext ravage noe. 

Of  course,  that  is  ignoring  the  fact  that  they  have  a  load 
for  every  car  they  take  back  to  the  main  land.  They  con- 
tinued: 

Our  officials  take  the  view  that  it  would  be 
neither  sound  nor  economical  to  handle  export 
traffic  by  rail  to  a  more  distant  port  such  as 
Victoria  when  the  same  results  can  be  obtained 
to  a  port  where  the  rail  haul  is  less,  such  as 
Vancouver. 

0 

That  is  equivalent  to  saying:  We  do  not  see  why  grain  cars 
should  be  taken  to  Victoria,  and  we  don't  think  we  should 
be  called  upon  to  take  them.    They  utterly  ignore  the  in- 
vestment of  the  Panama  Pacific  and  the  position  of  the  City 
of  Victoria  in  regard  to  the  elevator;  they  utterly  ignore 
the  rights  of  this  Port  to  its  logical  and  natural  develop- 
ment;   they  utterly  ignore  the  great  benefit  that  the 
development  of  the  elevator  would  be  to  the  entire  district, 
and  look  at  it  solely  from  the  purely  selfish  point  of  view. 

The  case  is  so  extreme  that  I  do  not  know  whether 
it  is  that  they  prefer  to  keep  that  business  centered  in 
Vancouver  where  they  control  the  waterfront,  or  whether  it 
is,  as  I  say,  simply  a  further  instance  of  the  extreme 
lengths  to  which  the  competition  between  the  two  railways 
is  carried,  and  that  the  Canadian  Pacific  Railway  do 
wish  in  any  respect  to  share  with  the  Canadian  National 
Railways  any  further  than  they  can  the  benefit  of  the  vested 
position  which  they  have  in  the  City  of  Victoria  and  on  Van- 
couver Island  owing  to  their  priority  here  and  to  the  fact 
that  their  railway  linos  were  established  in  the  better 
settled  communities,  and  that  sort  of  thing.    But  it  is  very 
tough  on  the  elevator  company  and  on  the  City  of  Victoria. 

Then  with  respect  to  the  domestio  rate,  forty- 
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one  cents  per  hundred  pounds  is  undoubtedly  away  too  high. 
I  am  not  an  expert  on  railway  figures,  but  a  demonstration 
has  been  given  in  the  last  three  years  which  is  so  convin- 
cing that  it  proves  beyond  question  that  the  grain  traffic 
has  been  highly  profitable  to  the  railways,  and  that  they 
could  well  afford  to  make  concessions  where  such  concessions 
are  necessary  and  just  to  serve  the  special  needs  of  any 
particular  community.    And  undoubtedly  a  lower  domestic  rate 
on  grain  is  a  very  special  need  for  this  district. 

THE  CEAIREffAIT:  I  gather  you  have  made  some  appli- 
cation to  the  Railway  Board  in  regard  to  the  rate. 

MR.  TAIT:  We  made  application,  Your  Lordship,  but, 
as  I  have  said,  the  Board  dealt  with  it  in  an  extremely 
narrow  way.    They  simply  said  that  the  rate  was  not  dis- 
criminatory and  refused  to  give  us  the  same  rate  as  is  given 
to  the  City  of  Vancouver. 

THE  CHAIRMAN:  You  suggest  some  abatement,  not 
necessarily  a  parity  in  the  rates? 

MR.  TAIT:  Not  necessarily  absolute  equality,  but  a 
rate  which  will  enable  us  to  live  and  conduct  our  business. 
I  thought  it  a  very  appropriate  matter  to  bring  before  this 
Commission,  because  it  does  seem  to  me  that  it  comes  with- 
in the  subject  of  greater  cooperation  between  these  two 
railways • 

THE  CHAIRMAN:  Are  you  suggesting  any  practical 

measure  ? 

MR,  TAIT:  Of  course  the  most  practical  measure  of 
all  to  serve  the  purpose  would  be  the  construction  of  a  new 
slip  or  the  alteration  of  the  present  slip  at  Ogden  Point 
so  as-. to  serve  the  ferries  of  both  companies.     It  is  unfor- 
tunate that  when  the  Canadian  National  Railways  started  out 
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they  adopted  a  type  of  ferry  barge  entirely  different  from 
the  Canadian  Pacific  Railway Ts,  so  that  the  barges  of 
neither  company  can  be  used  on  the  ferry  slips  of  the  other 
company.    That  would  be  a  practical  method  and  would  assist 
greatly  in  reducing  the  differential  which  the  Canadian 
Pacific  must  charge.    But  the  result  which  we  desire  and 
I  can  see  no  earthly  reason  why  it  should  not  be  arrived  at  — 
i&  that  the  Canadian  Pacific  Railway  should  give  us  an  ex- 
port rate  on  grain  as  close  as  possible  to  the  rate  given 
to  the  City  of  Vancouver,  and  one  which  would  enable  us  to 
conduct  our  business. 

Now,  I  was  just  dealing  with  one  subject  connected 
particularly  with  the  domestic  rate,  which  I  think  could  and 
should  be  lowered.    It  would  be  a  tremendous  benefit  if  co- 
operation could  be  arranged  between  the  prairies,  where  the 
winter  cold  is  extreme    and  the  handicap  upon  the  dairying 
and  poultry  businesses  severe,  and  this  place  where  the  cli- 
mate is  so  mild  that  it  is  particularly  favourable  to  those 
businesses  in  which  we  are  engaged.    I  was  referring  to  an 
incident  which  proves  absolutely  that  the  railways  could 
help  us  by  cooperation.    It  is  no  use  to  go  into  detailed 
figures  of  cost,  because  figures  can  be  made  to  lie,  and 
people  who  don't  understand  them  cannot  argue  upon  them.  I 
refer  simply  to  this  fact,  that  up  to  the  year  1929  the 
Canadian  Pacific  Railway  Company  were  showing  excellent  pro- 
fits, and  the  Canadian  National  Railways  had  arrived  at  the 
point  where  they  were  praotioally  equalling  the  interest  on 
their  tremendous  debt.    In  1929  there  was  a  sudden  and  immed- 
iate drop  in  earnings,  which  caused  a  tremendous  deficit  on 
the  Canadian  National  Railways  in  respect  to  meeting  their 
interest  charges,  and  caused  the  Canadian  Pacific  Railway 


-  255  -  Mr.  D„  S.  Tait 

to  lower  their  dividend.    Now  there  was  not  that  drop  in 
general  business  in  1929  to  aocount  for  this  tremendous 
shrinkage  of  earnings;  the  drop  was  purely  in  the  traffic 
over  the  lines  in  grain,  owing  partly  to  the  fact  that  the 
grain  output  was  small,  and  partly  to  the  fact  that  apparen- 
tly the  pool  was  storing  and  holding  its  grain  for  higher 
prices.    But  the  fact  is  that  the  tremendous  reduction  in 
freight  earnings  which  took  place  that  year  as  compared  with 
the  previous  several  years,  that  is,  the  tremendous  re- 
duction in  the  grain  traffic,  caused  the  railways  that  tre- 
mendous drop  in  their  net  profits.    It  seems  to  me,  Your 
Lordship,  that  one  does  not  need  to  go  further  to  prove 
that  the  grain  traffic  is  highly  profitable  to  the  railways. 
And  there  is  no  particular  reason  why  they  should  not  work 
together  more  readily  and  arrange  rates  which  would  serve 
the  needs  of  the  communities  where  an  adjustment  of  rates 
is  urgently  required. 


(Page  260  follows.) 
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THE  SECRETARY:       I  wish  formally  to  announce 
the  filing  of  a  submission  by  Mr.  S.  R.  Ross,  private  citi- 
zen of  the  City  of  Victoria,  which  will  toe  available  for 
the  Chairman  and  members  of  the  Commission  at  a  later  date; 
also  the  receipt  of  a  letter  from  the  Sidney  Lumber  Company, 
of  Sidney,  British  Columbia,  which  will  be  filed  and  noted 
in  the  minutes  of  the  Commission. 

ThE  Ch AIRMAN:     There  are  three  other  submission 
that  will  have  to  be  mentioned;  one  from  Hon.  T.  D.  Pattullo 
wnich  will  receive  careful  consideration;  another  from  Mr. 
Ridgeway  Wilson,  which  will  also  receive  consideration,  and 
there  has  been  handed  to  me  just  now  a  letter  from  Mr.  David 
Re  id. 

M.  B.  JACKSON,  K.C.:     Mr.  Chairman  and  members 
of  the  Commission,  I  should  like  to  say  a  word  or  two,  if  I 
may.      Assuming  that  the  two  great  railway  systems  are  to 
continue  to  operate  in  Canada,   I  feel  quite  sure,  as  one 
who  has  had  occasion  to  observe  particularly  the  development 
of  the  Canadian  National  Railway,  that  it  is  discouraging  to 
the  management  of  the  Canadian  National  and  to  the  people  of 
Canada,  the  owners  of  that  system,  to  have  it  continue  to 
operate  on  a  basis  of  capital  value  upon  which,  presumable, 
it  is  hoped  to  earn  dividends,  when  it  is  madly  and  hopeless- 
ly impossible  for  any  such  result  to  be  accomplished,  I 
happen  to  have  lived  all  my  life  in  the  eastern  and  prairie 
parts  of  Canada.       I  was  in  at  the  birth  of  the  Canadian 
National  Railway;  I  saw  it  start  with  a  little  jerkwater 
line  forty  miles  long,  a  stretch  of  railway  known  as  the 
Lake  Manitoba  Railway  and  Canal  Company,  running  north  from, 
the  little  town  of  Hamiota  in  that  province,  and  I  saw  it 
spread  eastward  and  westward  throughout  the  whole  of  Canada. 
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I  do  know  that  it  has  levied  a  toll  upon  every  province  of 
the  Dominion  and  upon  the  whole  of  Canada  and  that  the  people 
have  paid  and  overpaid  many  times  the  actual  capital  working 
value  of  that  system  of  railways;  and  it  is  discouraging  to 
the  management  and  to  the  people  to  continue  to  he  carrying 
a  false  capital  value  when  the  capital  has  been  lost  -- 
thousands  of  millions  of  dollars  which  has  been  and  still  is 
water.       I  suggest  that  if  there  is  to  be  confidence  in  the 
operation  of  that  railway  and  if  it  is  to  continue  in  opera- 
tion, the  water,  the  lost  capital,   should  be  squeezed  out 
and  the  railway  reorganized  on  the  basis  of  actual  capital 
value  . 

These  are  days  when  we  are  learning  more  and  more 
the  lesson  that  we  have  established  a  false  standard  of 
living.      As  I  look  back  to  the  early  days  from  1879  and 
1880  I  realize  what  the  agriculurists ?  who  were  typical  of 
the  population  of  that  part  of  the  country,  were  able  to 
put  up  with  and  prosper  and  be  happy.       Let  us  take,  for 
stance,  the  railway  situation  in  the  northwestern  part 
of  Manitoba,  with  which  I  was  familiar  in  the  early  days 
this  is  a  striking  example  of  the  duplication  of  railways. 
First  there  was  the  present  main  line  of  the  Canadian 
Pacific  through  Winnipeg,  Brandon,  Regina  and  on  to  the 
coast.      Then  there  was  another  line,  the  Grand  Trunk 
Pacific  through  Rivers  to  Miniota  and  on  through  Saskatch- 
ewan, about  ten  miles  north  of  the  main  C.P.R.  line.  Then, 
within  eight  or  ten  miles  of  the  Grand  Trunk  Pacific  there 
was  the  Great  North  West  Central,  now  owned  and  operated  bv 
the  Canadian  Pacific,  originally  a  branch  line.       Six  or 
seven  miles  north  of  this  line  was  the  Mackenzie  and  Mann 
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line,  and  ten  or  fifteen  miles  farther  north,  the  Manitoba 
and  Northwestern  Railway  now  owned  and  operated  by  the 
Canadian  Pacific.      Then  seven  or  eight  miles  north  of 
that,  we  had  the  original  Mackenzie  and  Mann  Canadian 
Northern,  running  through  Roblin  and  parallelling  all  the 
others.       So  we  had  all  these  lines  traversing  that  country 
and  that  I  think  is  a  situation  which  prevails  to  too  great 
extent  throughout  the  whole  of  Canada.      We  have  not  the 
population  to  justify  so  much  capital  enterprise,  and  to 
me  as  a  private  citizen  the  thing  t o  do  would  be  either  to 
junk  some  of  them  or  close  them  down  for  the  time  being 
and  operate  on  sound  economic  lines  --  in  other  words,  let 
us  cut  our  coat  according  to  our  cloth. 

THE  CHAIRMAN:       We  are  obliged  to  you,  Mr.  Jackson. 
THE  SECRETARY:     Are  there  any  further  submissions  to 
be  made  ? 

THE  CHAIRMAN:     I  hope  it  is  clearly  understood  that 
the  Commission  will  be  glad  to  hear  any  representation 
that  is  likely  to  be  of  assistance  to  us. 

THE  SECRETARY:     A  submission  has  been  presented  by 
the  Island  Freight  Service,  Limited,  one  of  the  companies 
operating  highway  transportation.       It  is  in  writing  and 
will  be  noted  in  the  minutes. 

TEE  CHAIRMAN:    We  shall  be  glad  to  consider  that. 

THE  SECRETARY:     Mrs.  Bertha  Wait  wishes  to  make 
certain  representations  which  she  will  submit  in  writing. 

THE  CHAIRMAN:     We  shall  receive  the  communication 
from  Mrs.  Wait  and  it  will  be  duly  considered. 

MRS.  BERTHA  WAIT:     May  I  say  a  few  words,  Mr.  Chair- 
man?     I  will  take  just  a  minute. 


t 


-  <^  -  Mrs.  Wait 

Mr.  Williams 

THE  CHAIRMAN :     Oh,  certainly. 

MRS.  WAIT:     I  tried  to  ship  some  wheat  from  Saskatehe 
wan  to  Victoria  not  so  long  ago.       I  did  ship  a  carload  of 
wheat  and  I  was  told  that  it  would  cost  me  45  cents  to  ship 
it  to  Victoria,  whereas  I  could  ship  it  the  same  distance 
from  Saskatchewan  to  the  head  of  the  lakes  or  to  Montreal 
for  19  cents.      What  we  need  in  British  Columbia  is  equal- 
ized freight  rates.       I  am  sure  that  if  we  could  ship  for 
the  same  price  that  they  do  in  the  east,  British  Columbia 
would  prosper.        The  land  in  British  Columbia  is  very 
dear,  too  dear  to  grow  grain,  and  there  is  lots  of  grain 
that  could  be  used  up,  much  more  than  there  is  at  present. 
We  should  have  equalized  freight  rates  instead  of  having  to 
pay  twice  what  they  do  in  the  east.       All  we  ask  for  is 
equalized  freight  rates  for  the  benefit  of  British  Columbia 
and  the  benefit  of  the  farmers . 

THE  CHAIRMAN:     Perhaps  you  will  put  your  statement  in 
writing,  Mrs.  Wait,  and  deal  with  the  matter  a  little  more 
extensively.      We  shall  be  obliged  if  you  will  do  that. 

MRS.  WAIT:     Thank  you,  Mr.  Chairman. 

MR.  ROBERT  T.  WILLIAMS:     I  want  to  ask  this  question 
of  your  lordship.     I  understand  that  while  you  are  in 
British  Columbia  you  intend  to  take  up  the  matter  of 
connection  with  the  Peace  River        that  is,  the  P.G.E. 
question.      Am  I  right? 

THE  CHAIRMAN:     We  will  receive  representations  with 
regard  to  that,  Mr.  Williams. 

MR.  WILLIAMS .s     Then  will  you  permit  me  to  put  before 
you,  orally  if  you  will,  a  counter  proposition  that  to  my 
mind  and  to  the  mind  possibly  of  many  othors  will  meet  t.ie 
Peace  River  situation. 
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THE  CHAIRMAN:     Would,  you  prefer  to  put  it  orally, 
or  will  you  submit  it  in  writing? 

MR.  WILLIAMS:     I  would  rather  give  it  orally.  It 
will  not  take  more  than  five  minutes. 

THE  CHAIRMAN:     Certainly,  Mr.  Williams.     Do  not 
imagine  that  we  have  any  desire  whatever  to  hurry  you;  we 
wish  to  hear  what  you  have  to  say. 

MR.  WILLIAMS:     Thank  you.       Of  old,  your  lordship,  so 
far  as  you  personally  are  concerned,  I  am  aware  of  it. 

THE  CHAIRMAN :     You  will  understand,  I  am  sure,  that  it 
Is  a  disposition  not  of  mine  alone  but  of  the  whole  Com- 
mission.      We  desire  to  hear  anything  that  will  assist  us. 

MR.  WILLIAMS:     Thank  you,   sir;  I  am  quite  sure  you 
will  give  me  that  privilege  —  at  least  you  have  done  so. 
My  main  object  in  coming  here  is  to  lay  before  you  the 
advantages  of  a  shorter  route  for  the  Peace  River  section 
terminating  on  Vancouver  Island.       It  is  only  carrying  out 
what  was  before  the  people  of  Vancouver  Island  fully  seventy 
years  ago.      The  Hon.  Mr.  Oliver,  who  was  Premier  of  Al- 
berta, afterwards  on  the  Railway  Commission  -- 

THE  CHAIRMAN:     Mr.  Prank  Oliver,  you  mean. 

MR.  WILLIAMS:     Mr.  Frank  Oliver. 

THE  CHAIRMAN:     He  was  Minister  of  the  Interior;  he 
was  never  Premier  of  the  province. 

MR.  WILLIAMS:    Quite  so        thank  you.      When  the 
question  of  the  bridging  of  Seymour  Narrows  was  up,  Mr. 
Oliver  made  the  statement  that  the  bridging  of  that  nar- 
rows was  of  national  importance.         Now,  I  quote  his  exact 
words,  as  no  doubt  your  lordship  is  quite  well  aware. 
But  the  main  points  I  wish  to  place  before  you  are  these  -- 
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facts  that  the  general  public  are  not  aware  of,   that  even 
the  people  in  Victoria  are  not  aware  of.  Exaggerated 
figures  of  the  cost  of  bridging  Seymour  Narrows  have  been 
continually  given  out        the  distance  across,  and  matters 
of  that  sort  —  which  have  misled  the  public  for  the  past 
fifty  or  sixty  years.       I  met  a  gentleman  on  the  street 
only  a  few  days  ago,   and  he  said:     "The  bridging  of  Seymour 
Narrows  is  a  formidable  undertaking."       I  said:  "What  do 
you  think  all  the  bridges  would  amount  to,  end  on  end?" 
"Oh,"  he  said,   "about  fourteen  miles."      As  a  matter  of 
fact  all  the  bridges  put  together  are  not  one  mile  in 
length,  and  the  total  cost  of  bridging  Seymour  Narrows  and 
giving  an  outlet  to  Vancouver  Island  would  be  less  than 
building  the  P.G.E..         Those  on  Vancouver  Island,  myself 
included,  would  be  glad  to  see  the  P.G.E.  finished;  I 
think  it  would  be  a  splendid  undertaking  for  the  whole  of 
British  Columbia.      At  the  same  time  those  on  Vancouver 
Island  are  desirous  of  having  consideration  given  to  the 
Seymour  Narrows  connection.       I  hope  that  the  Commission 
in  its  deliberations  will  look  closely  into  the  matter  and 
give  Vancouver  Island  every  consideration,  bearing  in  mind 

the  fact  that  the  total  cost  of  the  suspension  bridges  and 
a  two-way  cement  automobile  road  would  be  under  ten  million 
dollars        those  figures  I  have  from  the  best  of  engineers. 
Of  course  that  would  provide   suspension  bridges  for  auto- 
mobile traffic  somewhat  similar  to  the  bridge  at  Grand 
Mere  in  the  province  of  Quebec.       There  i s  an  automobile 
bridge  that  is  an  exact  copy  of  the  first  bridge  required 
to  connect  Vancouver  Island,  as  it  is  the  exact  distance 
from  Vancouver  Island  to  Ripple  Rock  that  it  is  across  biio 
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Grand  Mere  river. 

I  am  very  thankful  to  you  for  your  consideration,  a 
I  am  sure  you  will  bear  this  in  mind  and  help  us  on  Van- 
couver Island  all  you  can. 

THE  CHAIRMAN:     We  are  much  obliged  to  you,  Mr. 
Williams • 

THE  SECRETARY:     I  think  that  is  all,  Mr.  Chairman. 
THE  CHAIRMAN:     If  there  is  nothing  further,  we  will 
adjourn. 

The  Commission  adjourned  at  11,30  a.m. 


t 
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ROYAL  COMMISSION  ON  RAILWAYS  AND  TRANSPORTATION 


The  Royal  Commission  appointed  to  inquire  into^ 
the  whole  problem  of  transportation  in  Canada,  parti- 
cularly in  relation  to  railways,  shipping  and  communi- 
cation facilities  therein,  having  regard  to  present 
conditions  and  the  probable  future  developments  of 
the  country,  met  at  the  Court  House,  Vancouver,  on 
Friday,  December  11,  1931 


PRESENT : 

RIGHT  HON.  LYMAN  POOR!;  DUFF,  P.C.,  Chairman 
RIGHT  HON.  LORD  ASHFIELD 
SIR  JOSEPH  W.  FLAVELLE,  Bart., 
BEAUDRY  LEMAN,  Esq., 
LEONOR  FRESNEL  LOREE,  Esq., 
WALTER  CHARLES  MURRAY,  Esq., 
JOHN  CLARENCE  WEBSTER,  Esq., 


Commissioners 


Arthur  Mo xon,  Esq.,  K.C.,  Secretary 

George  W.  Yates,  Esq.,         Assistant  Secretary 


PUBLIC  MEETING 

Representations  were  made  by: 

Alderman  John  Bennett,  Acting  Mayor, City  of  Vancouve 

Mayne  D.  Hamilton,  Esq.,  President,  Vancouver 
Board  of  Trade, 

C.  E.  Tisdall,  Esq.,  Chairman  n0n  to  the  Peace" 
Association, 

Colonel  W.  D.  S.  Rorison,  for  the  North 
Fraser  Harbour  Commission, 

J.  H.  Cates,  Esq.,  President  of  North  Vancouver 
Board  of  Trade, 

G.  V.  Pelton,  Esq.,  K.C.,  for  the  Forest 
Preservation  Association, 
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PUBLIC  MEETING 


Representations  were  made  "by:  (continued) 

Geo.  E.  McCrossan,  Esq.,  K.C.,  Counsel  for  the 

City  of  Vancouver, 

A.  K.  Em  Macfarlane,  Esq.,,  President,  Vancouver 

Terminals  Limited. 
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Court  House,  Vancouver, 
Friday,  December  l\,  1931, 

MORNING  SESSION 
The  Commission  met  at  10. 00  a,  m. 

THE  CHAIRMAN:  Gentlemen,  the  scope  of  the  Comr 
mission  is,  I  think,  pretty  well  understood.    Wo  have  been 
authorized  to  inquire  into  the  whole  prpblem  of  transport- 
ation in  Canada  in  relation  to  the  railways,  including 
shipping  and  communication  facilities,  in  view  of  the  in- 
creasing deficits  on  the  Canadian  National  Railways  and  the 
serious  reduction  in  revenues  on  the  Canadian  Pacific 
system,  brought  about  to  a  certain  extent  by  special  kinds 
of  competition,  chiefly  highway  transport,  to  which  the 
railv/ays  have  been  subjected. 

We  shall  be  glad  to  hear  from  persons  who  have  rep- 
resentations to  make  which  will  assist  us  in  arriving  at 
conclusions  with  regard  to  the  subject  matters  to  be  inves- 
tigated. 

ALDERMAN  JOHN  BENNETT  (  Acting  Mayor  ):  Your 
Lordship  and  Members  of  the  Commission,  in  the  capacity  of 
Chief  Magistrate  of  the  City  as  the  Acting  Mayor,  I  wish  to 
tender  to  your  honourable  body  a  very  sincere  welcome.  We 
trust  that  the  result  of  your  deliberations  will  be  of 
profit  to  Canada  and  also  form  a  valuable  contribution 
towards  helping  the  railways  that  are  affected  by  present 
conditions. 

The  City  of  Vancouver  at  this  stage  of  the  pro- 
ceedings has  not  a  statement  to  put  in,  but  will  probably 
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do  so  before  the  end  of  your  deliberations.    We  have  certain 
contracts  and  engagements  with  the  Canadian  National  Rail- 
ways, and  of  course  v/c  arc  interested  in  seeing  that  they 
arc  carried  out  to  their  completion,  because  they  arc  part 
of  the  bargain  that  was  entered  into  many  years  ago  between 
ourselves  and  the  railway  system. 

We  in  the  City  of  Vancouver  feel  that  the  Peace 
River  project  is  of  particular  interest  to  us,  especially 
at  this  time  when  the  railways  arc  in  need  of  greater  traf- 
fic, as  undoubtedly  it  would  open  up  what  is  practically  a 
new  empire  and  would  be  of  very  material  assistance  both 
to  the  railways  and  to  the  Pacific  Coast  cities.  However, 
we  are  not  putting  in  a  statement  at  this  moment  in  regard 
to  that;  probably  our  Corporation  Counsel  will  do  so  later. 

Again,  Sir,  I  wish  to  tender  to  all  the  Members  of 
your  Commission  a  very  hearty  welcome  to  our  City  of 
Vane  ouver • 

THE  CHAIRMAN:  Mr.  Mayor,  we  are  obliged  to  you  for 
your  kind  words  of  welcome.  We  shall  be  glad  to  have  from 
the  City  of  Vancouver  any  representations  that  it  may  desire 
to  make  with  respect  to  any  of  the  matters  in  which  it  is 
interested. 

ALDERMAN  JOHN  BENNETT:  Thank  you,  Sir. 


■ 


-  27 1  -  Mr.  Hamilton 

MR.  MAYNE  D.  HAMILTON  (President,  Vancouver  Board 
of  Trade):     Mr.  Chairman  and  members  of  the  Dominion  Royal 
Commission:    Representing  the  Vancouver  Board  of  Trade  it 
is  a  distinct  privilege  and  pleasure  to  extend  to  the 
Chairman  and  distinguished  members  of  the  Dominion  Royal 
Commission  on  Railways  and  Transportation  a  most  sincere 
welcome  on  behalf  of  the  commercial  and  industrial  interests 
in  Vancouver. 

We  are  all  thoroughly  cognizant  of  the  immense  im- 
portance of  the  mission  upon  which  you  are  engaged  and  we 
desire  to  extend  to  you  our  sincerest  good  wishes  for  its 
successful  accomplishment.        We  understand  that  you  are 
engaged  in  a  study  of  the  widespread  ramifications  of  the 
Dominion  of  Canada's  transportation  systems.      A  combina- 
tion of  facilities  has  developed  with  lightning-like  rapid- 
ity during  the  past  few  years,  brought  about  in  large  mea- 
sure by  the  phenomenal  growth  and  development  of  the  natural 
resources  of  the  country.        Whether  this  growth  and  devel- 
opment has  not  exceeded  the  growth  of  the  nation,  will  no 
doubt  be  taken  into  due  consideration  in  your  study  of  the 
present  problems. 

With  an  increase  of  this  nature  in  the  immense  under- 
takings of  our  transportation  systems,  there  will  inevit- 
ably be,  particularly  in  times  such  as  we  are  now  passing 
through,  instances  of  unnecessary  duplication  of  both  rail 
and  steamship  facilities,  which,  while  apparently  justified 
during  the  peak  of  the  flow  of  business  throughout  Canada, 
are  to-day  found  to  be  somewhat  superfluous  and  perhaps 
unnecessary. 

The  views  of  our  Board  which  I  have  the  honour  to 
express  to-day,  will  be  of  a  general  character  and  will  be 
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confined  to  some  of  the  principal  features  of  the  problems. 

Business  in  these  days  is  more  and  more  inclining  to 
the  theme  of  rigid  economy.       Operating  costs  of  all  in- 
stitutions have  been  and  are  continuing  to  be  pared  down 
to  the  present  scales  of  the  revenue -producing  possibilities 
of  business,  and  business  for  this  reason  looks  to  and  ex- 
pects from  the  public  utility  corporations,  inclusive  of 
our  transportation  systems,  a  similar  regard  of  the  present 
economic  situation. 

Occupied  as  they  have  been  during  the  past  few  years 
with  the  handling  of  their  own  affairs,  business  men  gener- 
ally have  not  given  much  consideration  to  the  ramifications 
of  our  railroad  institutions,  but  a  different  outlook  is 
developing,  and  to-day  it  is  admitted  that  business  is  con- 
cerned with  the  ever-increasing  costs  which  are  facing  those 
interests  whose  problems  your  Commission  is  now  looking  into 

It  would  appear  to  be  superfluous  for  us  to  suggest 
to  your  honourable  body  any  remedies  that  might  be  effect- 
ed in  these  undertakings.      In  your  travels  across  the 
Dominion  ample  opportunity  will  be  provided  to  note  the 
widespread  and  far-flung  character  of  our  railroad  and 
transportation  accommodation.      The  great  decrease  in 
freight  and  passenger  earnings  speaks  for  itself  and 
definitely  indicates  that  some  contraction  of  facilities 
now  being  provided  is  essential.        We  are  convinced  that 
the  respective  managements  of  our  lines  are  fully  aware 
of  the  present  situation  and  from  observations  which  have 
been  made  it  is  apparent  t$at  preliminary  steps  have  al- 
ready been  taken  to  bring  about  2  more  equitable  trans- 
portation arrangement. 

It  would  appear  that  there  is  a  wide-spread  opinion 
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that  Canada  should  be  satisfied  with  the  present  mileage  of 
its  railroads  and  that  no  new  construction,  unless  absolute- 
ly justified,  should  be  proceeded  with  until  conditions 
warrant  the  same.      It  is  also  suggested  that  Canada  has 
too  much  railroad  mileage  and  that  there  exists  considerable 
room  for  curtailment  in  this  direction.      In  our  railroad 
systems  a  more  than  ample  programme  of  expansion  has  been 
proceeded  with  in  the  erection  of  hotels,  stations  and 
other  units  which  have  added  greatly  to  the  capital  cost 
of  the  system.      The  prosperous  period  through  which  we 
have  recently  passed  encouraged  public  opinion  to  make 
demands  upon  Government  for  public  expenditures  based  upon 
a  belief,  which  is  not  confined  within  the  boundaries  of 
the  Dominion  of  Canada,  that  a  new  era  had  arrived  and  that 
prosperity  then  being  experienced  would  continue  indefinite- 
ly. 

It  is  perfectly  obvious  that  Canada,  faced  as  she  is 
with  tremendous  financial  obligations,  a  considerable  per- 
centage of  which  are  concerned  with  its  railway  systems, 
must  economize  to  the  utmost, and  any  steps  that  your  Com- 
mission may  take  to  bring  this  about  will  receive  the 
whole-hearted  support  of  our  organization. 

There  is  one  matter  upon  which  we  have  concentrated 
for  some  considerable  time  and  that  is  a  railroad  connec- 
tion from  the  Peace  River  area  to  the  Pacific  coast.  We 
have  consistently  urged  the  establishment  of  this  trans- 
portation artery.      Our  Board  has  made  itself  thoroughly 
familiar  with  the  Peace  River  areas  and  is  quite  convinced 
that  the  territory  in  northern  Alberta  and  northern  Bri- 
tish Columbia  offers  a  very  fruitful  field  for  future 
railroad  traffic  movement.      Mr,  C.  E.  Tisdall,  who  is  the 
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Chairman  of  the  "On  to  the  Peace"  Association,  intends  to 
present  a  brief  to  you  covering  this  question,  and  I  will 
say  no  more,  except  to  again  express  our  great  belief  in 
this  project . 

MR.  CHAIRMAN:    We  are  obliged  to  you,  Mr.  Hamilton. 
Mr.  Tisdall,  are  you  ready? 

MR.  C.  E.  TISDALL  (Chairman,   "On  to  the  Peace"  Asso- 
ciation):    Yes,  Mr.  Chairman.      In  my  official  capacity  as 
Chairman  of  the  "On  to  the  Peace"  Association  I  welcome  this 
opportunity  of  presenting  to  your  honourable  Commission  the 
views  of  my  Association  in  the  matter  of  an  outlet  from  the 
Peace  River  territory  to  the  coast. 

The  Association  of  which  I  am  head,  was  formed  some 
three  years  ago  as  a  result  of  a  visit  to  the  Peace  River 
territory  of  a  very  large  and  influential  delegation  repre- 
senting the  Canadian  Chamber  of  Commerce. 

It  has  been  the  well-considered  policy  of  the  organi- 
zation which  I  represent  to  constantly  press  for  adequate 
railroad  connection  from  the  Peace  River  territory  to  tide- 
water.     As  you  are  no  doubt  aware,  the  territory  is  to  be 
found  in  the  northern  part  of  Alberta  and  the  northwest  sec- 
tion of  British  Columbia. 

Federal  Government  statistics  put  the  area  of  the 
Peace  River  agricultural  country  at  forty-seven  million 
acres.      The  fertility  of  the  territory  is  unquestioned  and 
we  are  happy  to  note  that  Mr.  Herman  Trelles  has  again 
captured  world  championships  at  Chicago  for  the  third  year 
in  succession. 

The  population  of  the  Alberta  section  is  estimated 
at  approximately  seventy-five  thousand,  and  the  British 
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Columbia  section  at  ten  thousand.      It  is  estimated  that 
the  production  of  the  territory  for  1931  will  be  in  the 
neighbourhood  of  twenty  millions  of  bushels  of  grains  of 
all  kinds. 

The  residents  of  the  Peace  River  area  are  a  unit  in 
favour  of  a  speedy  transportation  connection  to  the  coast. 
They  have  seen  the  tremendous  development  that  has  taken 
place  in  the  movement  of  Canada's  crops  via  the  Pacific 
coast  and  they  are  looking  forward  to  the  day  when  a  short 
haul  to  the  Pacific  will  provide  the  first  step  in  a  great- 
er settlement  of  their  vast  areas. 

We  in  Vancouver  have  consistently  advocated  for 
up-to-date  and  adequate  terminal  facilities  at  the  port, 
and  the  successful  operation  of  the  facilities  that  have 
been  provided  on  Burrard  Inlet  during  the  past  fifteen 
years  have  justified  the  constant  petitions  that  have  been 
made  in  this  direction  to  federal  authorities. 

The  port  of  Vancouver  with  its  present  facilities  is 
capable  of  handling  a  much  greater  volume  of  business  than 
it  is  at  present  doing.      The  economic  factors  have  been 
established  and  it  is  now  a  foregone  conclusion  that  the 
future  increases  in  the  productivity  of  the  Peace  River 
territories  can  be  successfully  shipped  through  this  port. 
Nearly  sixty  deep  sea  lines  are  making  regular  calls ,and 
they  in  turn  have  and  are  providing  every  item  of  organi- 
zation necessary  to  speed  the  transfer  of  their  cargoes 
to  all  parts  of  the  world. 

The  farmers  of  the  Peace  River  territory,  both  pre- 
sent and  potential,  require  a  well  organized  industrial 
and  commercial  community  to  supply  them  with  the  necessi- 
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ties  of  life,  and  the  business  of  this  city  is  in  a  posi- 
tion to  handle  the  needs  of  this  great  western  territory. 

To  digress  for  a  moment,  Mr.  Chairman,   I  may  say 
that  approximately  half  a  million  of  our  population  is  to 
be  found  in  Vancouver  or  is  immediately  tributary  to 
Vancouver,  giving  the  farmers  of  the  Peace  River  country 
an  opportunity  of  supplying  a  million  and  a  half  meals  a 
day  to  what  must  necessarily  always  be  an  industrial  popu- 
lation. 

The  Peace  River  country  has  been  in  the  public  eye 
for  a  considerable  time  and  no  doubt  you  will  be  made  cog- 
nizant of  the  various  surveys  that  have  been  undertaken  by 
federal  and  provincial  authorities  as  well  as  our  two  great 
transcontinental  systems. 

Organizations  both  national  and  provincial  are 
agreed  that  the  future  of  this  area  is  exceedingly  bright. 
The  subject  has  been  frequently  debated  in  the  House  of 
Commons, and  no  stone  has  been  left  unturned  by  this  body 
to  keep  the  matter  a  live  one.      The  bringing  to  the  coast, 
by  means  of  transportation,  of  this  tremendously  rich  agri- 
cultural area  will  bring  closer  contact  with  the  centres 
of  population  to  a  very  widely  scattered  rural  area. 

This  development  by  means  of  transportation  will 
present  one  of  the  strongest  pleas  possible  for  a  return 
to  the  land.      Its  rich  fertility  has  never  failed, and 
with  an  assurance  from  the  authorities  of  the  early  com- 
pletion of  the  connecting  link  between  the  Pacific  and 
the  Peace  another  permanent  step  forward  will  have  been 
made  in  the  history  of  the  Dominion  of  Canada. 

I  have  attached  to  this  report  two  publications, 
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one  issued  by  Mr.  John  Imrie,  Managing  Director  of  the 
Edmonton  Journal,  a  well  known  authority  on  the  Peace 
River  territory,  and  an  exhaustive  booklet  by  Mr.  F.  H . 
Kit to  of  the  Department  of  the  Interior,  Ottawa. 
THE  CHAIRMAN:    Thank  you,  Mr.  Tisdall. 
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COLONEL  W.  D.  S.  RORISON:  Mr.  Chairman  and  Gentle- 
men, the  North  Frasor  Harbour  Commissioners  were  rather  at 
a  loss  to  know  Just  what  memorandum  to  prepare  for  you,  but 
I  have  drawn  up  a  brief  statement  which  can  be  dealt  with 
at  length  at  any  point  you  may  desire. 

THE  CHAIRMO":  Yqs. 

COLONEL  RORISON:  This  is  the  short  statement  I  have 
prepared : 

The  North  Arm  of  the  Fraser  River,  being  under  the 
jurisdiction  of  the  'North  Fraser  Harbour  Commissioners', 
approved  by  Act  of  Parliament,  May  16th,  1913,  3-4  George 
V,   Chapter  162. 
Location: 

The  North  Arm  of  the  Fraser  River  extends  from  the 
City  of  Now  Westminster  paralleling  the  southern  boundary 
of  the  Municipality  of  Burnaby  and  City  of  Vancouver 
westward  to  the  Straits  of  Georgia  at  Point  Grey. 

THE  CHAIRMAN: _  What  is  the  distance  in  miles  from  the 
Burrard  Inlet  front  to  the  North  Fraser  along  the  Georgia 
Strait? 

COLONEL  RORISON:  About  six  miles,  sir. 

The  northern  boundary  of  Lulu  and  Sea  Island,  or 
Richmond  Municipality,  forming  the  opposite  side  of  the 
river,  in  extent  about  fifteen  miles  on  either  side  of 
the  river,  or  thirty  miles  of  water  frontage  including 
both  sides.  In  addition  to  the  above,   tha.  branch  of  the 
river  running  in  a  southerly  direction  between  Sea  and 
Lulu  Island  gives  an  additional  water  frontage  of  six 
miles. 

That  gives  you  an  idea  of  the  distance  of  the 
frontage  that  is  available  on  the  North  Arm. 
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THE  CHAIRMAN:  Yos. 
COLONEL  RORISON:  My  next  paragraph  deals  with  the 
industrial  development: 

The  first  industry  to  be  established  was  the  Eburne 
Saw  Mills,  Limited,  in  July,  1900,  with  a  capacity  of 
ten  thousand  feet  per  day. 
That  was  rather  small,  of  course. 

TIE  CHAIRMAN:  That  is  the  north  bank  of  the  North 

Arm. 

COLONEL  RORISON:  Might  I  trace  these  things  for  yc 
on  the  blue  print? 

THE  CHAIRMAN:  Yes,  thank  you. 

(Colonel  Rorison  having  pointed  out  to  the 
Commissioners  the  location  shown  on  the  blue  • 
print  ) : 

I  think  most  of  us  have  a  pretty  good  general  idea  of  the 
location  now,  Colonel  Rorison. 

COLONEL  RORISON:  No  other  industries  located  on 
the  North  Arm  until  the  Dominion  government  began  dredging 
operations,  clearing  the  sandbars  out  of  the  river.  This 
made  a  definite  channel  for  the  passage  of  water  borne 
traffic. 

Prom  1911  the  industrial  development  took  place. 
At  present  there  are  thirty-one  industries  located  on  the 
North  Arm  of  the  Fraser  River.    The  following  will  show 
their  output  and  their  commercial  value: 
Industries  31 

Annual  payroll,  8  hour  shift,  $1,673,918* 
Employees  on  8  hour  shift,  white,  1,  453 
Value  of  plants  $6,375,917. 

Shingle  output, 8  hour  shift,  approximately  624,000  000 
Lumber  output, 8  hour  shift,  approximately  130,779,000 

Other  industries,  annual  sales  $6,423,005. 
Area  occupied,  approximately  150  acres. 

THE  CHAIRMAN:  You  mean  the  sites  of  the  plants? 
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COLONEL  RORISON:  Yes.  You  can  see  there  is  a  tre- 
mendous amount  of  ground  still  available  for  development 
along  that  frontage. 
Dredging: 

Dredging  operations  commenced  in  1911,  also  construction 
of  the  jetty  or  retaining  wall  on  the  sand-heads  .extend- 
ing from  Iona  Island  westerly.    The  dredging  from  the 
sand-heads  at  the  Harbour's  western  limit  continued  up 
stream  to  Few  Westminster. 

From  1911  to  date  the  Dominion  government  has 
spent  $1,500,000  on  this  work. 

At  present  we  have  a  towing  channel  from  the  western 
limits  of  the  sand-heads  to  New  Westminster  ten  feet 
deep  at  low  tide,  with  a  minimum  width  of  150  feet  to 
a  maximum  width  of  350  feet,  and  with  a  rise  in  tide  of 
13  feet  6  inches. 

The  silt  from  the  dredging  operations  in  1929,  1930 
and  1931  has  been  placed  almost  entirely  where  it  has 
made  splendid  industrial  sites  well  above  tide  water. 
THE  CHAIRMAN:  How  far  does  the  tide  extend  up  the 

river? 

COLONEL  RORISON:  Beyond  Westminster.     This  im  a  very 
important  part  because  otherwise  all  of  the  land  that 
borders  on  the  river  would  be  below  high  tide,     it  is  all 
alluvial  land.    The  river  is  dyked  on  both  sides  straight 
up  to  Westminster. 

THE  CHAIRMAN:  These  dykes  are  construe  ted  by  the 
Dominion  government? 

COLONEL  RORISON :  No  Sir.  The  dyke  on  Lulu  and  Sea 
Island  was  constructed  originally  by  the  municipality. 

THE  CHAIRMAN:  The  primary  purpose  is  for  protection 
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of  the  agricultural  lend  there. 

COLOIJSL  R0RIS05:  Yes,  there  was  no  thought  of  in- 
dustries at  that  timo.    Now  I  come  to  rail  facilities: 
The  Canadian  Pacific  built  their  line  reaching  Eburnc 
from  Vancouver  in  1902.     This  line  was  electrified  in 
1904,  ana  the  .portion  from  Eburnc  to  lew  Westminister 
was  electrified  in  1909.    The  industrial  growth  was  ex- 
tremely slow  until  after  the  Dominion  government  began 
its  first  dredging  in  1911. 
These  were  really  the  first  operations  to  amount  to  any- 
thing; there  were  spasmodic  operations  before  that  time. 
At  present  the  choice  sites  are  practically  all  taken 
between  ilarpolc  and  the  western  boundary  of  the  Munic- 
ipality of  Burnaby,  this  area  being  on  the  north  shore 
or  Vancouver  side  of  the  river. 
Eburnowas  the  original  name  of  that  section  of  the  City; 
it  is  now  called  Marpole. 

The  foreshore  in  the  Municipality  of  Burnaby  was  not 
available  for  industrial  development  on  account  of  thoi 
being  no  rail  facilities,  the  Canadian  Pacific  Railway 
passing  too  far  north;  but  now  that  the  Canadian 
National  Railway  system  has  built  along  this  portion  of 
the  river  there  is  available  four  miles  of  very  choice 
water  front  sites  served  by  rail. 

On  the  north  side  of  Lulu  Island  there  is  now  avail- 
able approximately  seven  miles  of  very  choice  water 
frontage,  the  land  being  very  level  and  the  railway 
being  at  varying  distances  from  the  shoreline,  which  wi 
permit  the  locating  of  large  or  small  industries  be- 
tween the  water  front  and  the  rail. 
This  is  -another  important  factor. 


i 


-  282  -  Colonel  Rorison 

If  water  frontage  is  not  required  on  this  line,  the 
area  to  the  south  is  also  very  well  adapted  for  indus- 
trial development,  having  unlimited  acreage  for  the  lar- 
gest of  industries. 

With  the  development  of  the  rail  facilities  on  the 
deep  channel  of  the  Fraser  River  on  the  south  side  of 
Lulu  Island,  being  connected  both  to  the  east  and  west 
sides  with  the  north  arm,  this  will  permit  lumber  or 
other  manufactured  articles  being  loaded  on  cars  and  trans 
ferred  a  few  miles  to  ocean  going  vessels  on  the  south  or 
main  river.    Mills  and  kindred  industries  will  not  locate 
on  the  deep  sea  or  south  side  of  Lulu  Island  on  account 
of  the  hazards  of  towing  across  the  sandheads  of  Lulu 
and  Sea  Islands;  hence  the  North  Arm  becomes  the  lumber 
manufacturing  centre,  and  the  south  or  main  river  the 
deep  sea  shipping  area.    The  acreage  available  on  the 
thirty-two  miles  of  new  Canadian  National  trackage  will 
provide  accommodation  for  industrial  development  as  well 
as  railway  yards  for  many  years  after  the  present  gener- 
ation of  business  men  or  their  successors  have  ceased  to 
be  interested  in  business  activities. 
There  is  an  unlimited  area  there  awaiting  development.  I 
think  you  will  find  that  in  that  area  there  is  something 
like  10,000  acres  surrounded  by  the  new  line. 

Now  let  me  deal  with  the  fresh  water  advantages: 
When  wood  construction  is  subjected  to  salt  water  the 
life  of  the  construction  is  comparatively  short  and  con- 
tinual repair  is  necessary;  whereas  similar  construction 
in  the  fresh  or  even  brackish  water  of  the  Fraser  River 
will  last  indefinitely.     Piling  is  now  standing  and  in 
perfect  condition  that  was  placed  in  the  river  twenty-five 
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years  ago.     There  are  booms  of  logs  in  the  North  Arm 
which  have  been  there  for  nearly  two  years;  they  are  in 
perfect  condition,  free  from  the  attacks  of  toredos  and 
other  sea  pests. 
That  is  a  very  important  point,  Sir,  regarding  the  develop- 
ment of  the  lumber  industry,  that  where  they  have  boom- 
ing grounds  and  other  necessary  construction  in  the  water, 
the  North  Arm  is  the  place  for  them  to  go,  because  that 
construction  will  last  indefinitely  there.     Piles  are  still 
there  that  I  saw  in  the  same  location  twenty-five  years  ago. 
The  next  matter  is  the  cost  of  industrial  sites: 
There  is  no  location  adjacent  to  the  City  of  Vancouver 
where  industrial  sites  can  be  purchased  cheaper  than  on 
Lulu  Island.     Trackage  can  be  purchased  at  $250  per 
acre  including  water  frontage.     The  land  taxes  amount 
to  about  $6  per  acre  annually.'    City  water  is  available 
over  this  entire  area  and  electric  energy  can  be  secured 
for  lighting  and  industrial  requirements. 

With  regard  to  freight  handling  on  the  North  Arm: 
The  Canadian  Pacific  Railway  served  the  area  between 
the  Huntting-Merritt  Shingle  Mills  at  Marpole  and  New 
Westminster  until  considerable  pressure  was  brought  to 
bear  by  Mr.  F.  Huntting  to  allow  the  two  American  lines, 
the  Great  Northern  and  the  Northern  Pacific,  to  receive 
shingle  and  lumber  shipments  from  this  area  on  the  same 
basis  as  if  shipping  over  the  Canadian  Pacific.  This 
agreement  was  reached  and  is  in  effect  at  present. 
THE  CHAIRMAN:  An  agreement  between  the  railways? 
COLONEL  RORISON:  An  agreement  between  the  Canadian 
Pacific,  the  Great  Northern  and  the  Northern  Pacific  to 
operate  in  the  lumber  business  over  that  particular  area. 
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This  continued  until  1922,  when  the  operators  made 
application  to  the  Railway  Commission  for  joint  rates 
on  other  railways.    Efforts  to  receive  joint  rates  had 
been  made  even  before  this  application  on  the  grounds 
that  they  felt  they  were  handicapped  in  not  having  free 
dom  of  shipment  on  the  Canadian  National  Railways. 
The  1922  application  was  lost  on  a  technicality. 
On  July  9,  1926,  thirteen  industries  joined  in 
another  application  for  joint  rates,  and  evidence  of 
the  thirteen  industries  was  taken  at  that  date.  Mr. 
G.  G.  McGeer,  K.C.,  appeared  for  the  industries,  Mr. 
E.  P.  Flintoft  for  the  Canadian  Pacific  Railway 
Company,  Mr.  Alistair  Fraser  for  the  Canadian  National 
Railways,  and  Mr.  Riddle  for  the  British  Columbia 
Electric  Company.    This  1926  appeal  was  finally  argued 
in  Ottawa  with  a  loss  to  the  operators. 

Nothing  further  was  done  until  the  operators 
approached  the  North  Fraser  Harbour  Commissioners  in 
1928  when  application  was  again  filed  with  the  Railway 
Commission  for  publication  of  joint  rates  on  the  North 
Arm  of  the  Fraser  River.     This  application  was  heard  in 
Vancouver  on  January  9,  1929.    At  the  hearing  all  the 
industries  were  included,  aleo  the  Provincial  govern- 
ment of  British  Columbia,     four  municipalities  and  six 
Boards  of  Trade.    Mr.  D.  N.  Hossie  appeared  for  the 
North  Fraser  Harbour  Commission  and  others,  Mr.  L.J. 
Ladner,  M.P.,  for  the  Province  of  British  Columbia, 
Mr.  B.  J.  Williams  for  the  City  of  Vancouver,  Mr. 
McMullen  and  Mr.  Jefferson  for  the  Canadian  Pacific 
Railway. 

In  due  course  the  Railway  Commission  approved  of 
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Order  No.  42808  ordering  the  publication  of  joint  rates 
between  the  Canadian  National  and  the  British  Columbia 
Electric  to  Canadian  points,  the  order  to  be  effective 
July  2,  1929. 

The  Canadian  Pacific  Railway  made  application  on 
June  10,1929,  to  have  the  order  reviewed,  and  to  be  non- 
effective till  a  further  hearing  before  the  Railway 
Commission  at  a  date  suitable  to  them. 

The  rehearing  of  Order  No.  42808  was  set  to  be  heard 
in  Ottawa  on  October  16,  1929.    Mr.  D.  N.Hossie  appeared 
for  the  North  Fraser  Harbour  Commissioners  and  others, 
Mr.  Leon  J.  Ladner  for  the  Province  of  British  Columbia, 
Mr.  Ali.stair  Fraser  for  the  Canadian  National  Railways, 
and  Mr.  Flintoft  and  Mr.  Riddle  for  the  Canadian  Pacific 
Railway  and  the  British  Columbia  Electric  Railway. 

Judgment  was  handed  down  on  March  7,  1930,  that  the 
order  No.  42808  ordering  joint  rates  be  approved. 

The  Canadian  Pacific  Railway  Company  and  the  British 
Columbia  Electric  now  made  application  to  the  Supreme 
Court  of  Canada,   questioning  the  powers  of  the  Railway 
Commission  to  make  their  decision  regarding  Order  No. 
42808.     This  case  was  heard  in  Ottawa  on  May  7,  1930. 

Also,  the  Canadian  Pacific  and  the  British  Columbia 
Electric  refused  the  Canadian  National  connection  at 
Sussex  Street  in  the  Municipality  of  Burnaby  and  Tucks- 
Station  in  the  Municipality  of  Richmond.     These  two 
connections  would  bring  into  effect  the  four  mile  inter- 
switching  limits,  giving  the  Canadian  Pacific  equal 
rights  on  the  Canadian  National  lines  on  Lulu  Island, 
as  it  would  give  the  Canadian  National  equal  shipping 
rights  on  the  Canadian  Pacific  line  on  the  Vancouver  side 
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Mr.  Cates 

of  the  river,  thus  benefiting  industries  on  both  linos 
and  on  both  sides  of  the  river. 

The  North  Fraser  Harbour  Commissioners  are  most 
desirous  of  developing  this  industrial  area  of  the  North 
Arm  of  the  Fraser  River,  which  cannot  be  successfully 
accomplished  without  freedom  in  choice  of  railway  to  the 
shipper  as  to  which  railway  he  desires  to  ship  by. 

The  desirable  sites  on  the  Canadian  Pacific  Railway 
are  now  practically  all  absorbed,  and  industrial  develop- 
ment must  of  necessity  look  to  the  newly  built  lines  on 
Lulu  Island . 

Should  further  information  be  required,  the  North 
Fraser  Harbour  Commissioners  would  be  pleased  to  furnish 
it. 

This  is  respectfully  submitted  for  your  information, 
Mr.  Chairman. 

THE  CHAIRMAN:  Thank  you,  Mr.  Rorison.    We  will  now 
hear  Mr.  J.  H.  Cates,  President  of  the  North  Vancouver 
Board  of  Trade. 

MR.  CATES:  Mr.  Chairman,  I  represent  the  North 
Vancouver  Board  of  Trade,  and  on  behalf  of  that  Board  I 
extend  to  you  a  very  hearty  welcome. 

V/e  have  confined  ourselves  to  one  feature  of  the 
railway  question  —  the  completion  of  the  Pacific  Great 
Eastern  from  Burrard  Inlet  to  the  Peace  River.     There  is  one 
point  that  we  feel  should  be  mentioned.     It  is  this:  The 
railway  as  it  is  now  cannot  be  operated  profitably,  and  if 
it  were  completed  it  would  be  possible  to  put  it  on  a  pay- 
ing basis. 

At  a  special  meeting  of  the  Board  hold  last  night 
the  following  resolution  was  passed  to  be  handed  to  you 
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for  your  consideration: 

Whereas,  a  railway  outlet  to  the  Pacific  Coast  is  an 
imperative  and  an  urgent  need  for  the  development  and 
progress  of  the  Peace  River  District,  and 

Whereas,  the  Pacific  Great  Eastern  Railway  offers  the 
most  direct  route,  with  the  shortest  mileage  between 
Burrard  Inlet  and  the  Peace  River  District,  and 

Whereas,  the  Pacific  Great  Eastern  Railway  was  con- 
structed under  an  agreement  with  the  Grand  Trunk  Pacific 
Railway,  virtually  (although  not  in  name)  a  branch 
line  of  the  Grand  Trunk  Pacific  Railway,  and 

Whereas,  the  Grand  Trunk  Pacific  Railway  has  become  an 
integral  part  of  the  system  of  the  Canadian  National 
Railway,  and 

Whereas,  the  Pacific  Great  Eastern  Railway  does  not 
start  from  a  traffic  centre  and  does  not  extend  to  its 
logical  terminus  on  Burrard  Inlet  which  prevents  profit- 
able operation,  and 

Whereas  the  climate  of  the  Pacific  Coast  will  allow  rail- 
way construction  during  the  winter  months, 

Therefore,  the  North  Vancouver  Board  of  Trade  hereby 
petitions  the  Royal  Commission  on  Railways  and  Trans- 
portation, that  the  Commission  favourably  consider  the 
incorporation  in  its  report  (when  formulated)  a  recom- 
mendation to  the  effect  that  the  Pacific  Great  Eastern 
Railway  be  extended  from  Prince  George  to  the  Peace 
River  District,  this  northern  extension  to  be  operated 
in  conjunction  with  the  lines  of  the  Pacific  Groat 
Eastern  Railway  from  Prince  George  to  North  Vancouver. 

That  is  all  I  have  to  present,  Mr.  Chairman. 

THE  CHAIRMAN:  Thank  you,  Mr.  Cates.    Mr.  Pelt  on. 


MR.  GERALD  V.  PELTON,  K.   C. :  Mr.   Chairman  and 
gentlemen  of  the  Commission,  I  am  appearing  on  behalf  of  the 
Society  for  the  preservation  of  Canadian  forests.     I  am 
making  representations  and  presenting  a  statement  with  a 
view  to  the  preservation  of  forest  areas  along  the  line  of 
railways,  and  offering  in  support  of  our  suggestions  certain 
information  in  regard  to  the  forest  areas  already  destroyed 
along  the  line  of  the  Grand  Trunk  Pacific  Railway.     I  think 
if  I  read  the  letter  I  am  filing  with  the  Commission  if  will 


• 


-  288  - 


Mr.  Pelt  on 


save  a  lot  of  time. 

THE  CHAIRMAN:  Very  well. 

MR.  PELTON:  This  is  my  letter  to  the  Commission* 
under  today Ts  date. 
Gentlemen: 

On  behalf  of  the  Society  for  the  Preservation  of 
Canadian  forests,  I  beg  to  submit  a  statement  verified 
from  personal  knowledge  by  its  Treasurer  and  chief 
organizer,  Mr.  George  E.  Keith. 

Much  personal  and  documentary  evidence  substan- 
tiating the  necessarily  succinct  statement  of  Mr.  Keith 
can  be  adduced,  but  realizing  the  limited  time  at  your 
disposal,  the  Society  submits  this  statement  for  your 
consideration.    The  Society  suggests  a  perusal  by  the 
Commission  of  the  report  now  in  the  hands  of  the  British 
Columbia  government  relative  to  the  fires  of  1912,  1916 
and  1922,  which  is  not  in  our  possession,  but  should 
you  require  anything  further  the  Society  will  furnish 
same  to  the  best  of  its  ability. 

The  Society  respectfully  submits  that  the  Commission 
consider  recommending  for  suitable  action: 

(1)  Adequate  enforcement  of  fire  prevention  regu- 
lations, particularly  slash  disposal,  and 
restriction  on  the  j -^.discriminate  issue  of 
fire  permits. 

(2)  Insistence  by  railway  companies  that  contractors 
supplying  ties,  poles,  or  other  forest  products 
to  the  railway,  observe  the  regulations  and  pro- 
visions of  the  Forest  Act. 

(3)  Discontinuance  of  the  practice  by  the  railways 
of  using  sapling  trees  with  potential  timber 
value  for  car  stakes  or  any  other  purpose. 

It  is  scarcely  necessary  to  make  the  comment  that 
our  railways  must  owe  their  stability  to  our  natural 
resources.     Save  the  forest  and  you  help  save  the  rail- 
ways of  Canada.     The  prevention  of  forest  fires  will 
add  incalculable  millions  to  future  railway  revenues  in 
Canada. 

Mr.  Keith,  whose  statement  is  included  with  this 
submission, is  but  one  of  many  persons  who,  had  the 
forest  areas  been  preserved,  might  now  have  been  resi- 
dents along  the  line  of  the  Grand  Trunk  Pacific  Railway, 
helping  to  develop  its  resources  and  making  that  branch 
a  much  more  valuable  asset  to  the  Grand  Trunk  share- 
holders and  to  the  people  of  Canada  than  it  has  proven. 

The  past  must  be  the  guide  to  the  future.  "An  ounce 
of  prevention  is  worth  a  pound  of  cure," 
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THE  CHAIRMAN:  You  have  your  statement  there,  Mr. 

Pelt  on? 

MR.  PELTON:  Yes,  sir. 

THE  CHAIRMAN:  Anything  further,  Gentlemen? 

We  have  received  a  number  of  communications  in 
writing;  these  will  be  acknowledged  and  duly  considered. 

Mr,  Mayor,  you  spoke  of  contemplated  representations 
in  writing  by  the  municipality. 

ALDERMAN  BENNETT:  Yes,  sir. 

THE  CHAIRMAN:  We  shall  be  leaving  here  tomorrow  at 
midday.     Those  representations  will  take  some  little  time  to 
compile,  I  presume? 

ALDERMAN  BENNETT :  Our  Corporation  Counsel,  Mr. 
George  E.  McCrossan,  is  present.     I  think  he  had  better 
speak  to  you,  Mr.  Chairman. 

MR.  McCROSSAN:  If  your  Lordship  will  permit  a 
written  statement  to  be  filed  with  the  Commission  we  will  be 
pleased  to  prepare  and  submit  it  to  you.    I  have  not  suf- 
ficient definite  instructions  to  make  any  representations 
at  the  moment. 

THE  CHAIRMAN:  We  shall  be  very  glad,  Mr.  McCrossan, 
if  you  will  forward  a  statement  after  you  have  taken  suf- 
ficient time  to  prepare  it  properly. 

MR.  McCROSSAN:  Yes,  Sir. 

THE  CHAIRMAN:  Mr.  Macfarlane,  you  have  already  sub- 
mitted some  material  which,  of  course  will  be  considered  by 
the  Commission.     I  understand  that  you  wish  to  read  a  short 
memorandum. 

MR.  A.  K.  H.  MACFARLANE  (president,  Vancouver 
Terminals,  Limited):  Of  course,  Mr.  Chairman,  I  do  not 
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need  to  spend  the  time  of  this  Commission  to  impress  upon 
its  Members  the  importance  of  terminals  to  a  Port  like 
Vancouver.    You  know  all  about  that. 


THE  CHAIRMAN:  Yes. 


MR.  MACFARLANE :  I  should  like  to  submit  this  short 
memorandum  to  you: 

Vancouver,  B.C., 
December  11th,  1931. 

The  Vancouver  Terminals  Limited,   after  having  as 
concisely  as  possible  on  this  date  placed  its  views  in 
regard  to  the  terminal  situation  at  the  Port  of  Vancouv- 
er before  the  Royal  Commission -on  Railways  and  Trans- 
portation, suggests  to  that  Commission  that  it  embodies 
in  its  report  as  its  considered  opinion,  that  the 
creation  of  a  great  traffic  terminal  in  English  Bay  to 
serve  the  whole  Port  of  Vancouver  would  materially  re- 
duce the  cost  of  transportation  to,  from  and  through 
the  Port  and  be  of  benefit  to  the  railways,  shipping 
and  general  community  doing  business  there;  and  recom- 
mend that  such  terminals  be  permitted  to  be  established, 

THE  CHAIRMAN :  Thank  you,  Mr.  Macfarlane. 

THE  SECRETARY:  The  Chairman  desires  me  to  announce 
that  submissions  in  writing  have  been  filed  with  the 
Commission  by: 

Mr.  George  A.  Walkem,  Consulting  Engineer  of 

Vancouver ; 

Mr.  Robert  Davies,also  of  Vancouver; 

Mr.  J.  G-.  Evans  of  Colwood,  B.  C. 
Those  three  additional  submissions  will  be  filed,  Sir. 

THE  CHAIRMAN:  Does  any  other  gentleman  desire  to 
make  a  statement  to  the  Commission  in  respect  of  the  matters 
that  we  are  considering? 

Then  we  will  adjourn. 


(  At  11.15  a.  m.  the  Commission 
adjourned.  ) 


ft 
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ROYAL  COMMISSION  ON  RAILWAYS  AND  TRANSPO RT AT 10 I 


The  Royal  Commission  appointed  to  inquire  into 
the  whole  problem  of  transportation  in  Canada,  parti- 
cularly in  relation  to  railways,   shipping  and  communi- 
cation facilities  therein,  having  regard  to  present 
conditions  and  the  probable  future  developments  of 
the  country,  met  at  the  Court  House,  Calgary,  on 
Monday,  December  14,  1931. 


PRESENT : 

RIG-HT  HON,  LYMAN  POORE  DUFF,   P.  Co, 
RIGHT  HON.  LORD  ASHFIELD 
SIR  JOSEPH  W.  FLAVELLE,  Bart., 
BEAUDRY  LEMAN,  Esq. 
LEONOR  FRESNEL  LOREE,  Esq. 
WALTER  CHARLES  MURRAY ,  Esq., 
JOHN  CLARENCE  WEBSTER  Esq. 


Chairman 


Commiss  ioners 


Arthur  Moxon,  Esq„,K.C, 
George  W.  Yates,  Esq., 


Secretary 

Assistant  Secretary 


PUBLIC  MEETING 

Representations  were  made  by: 

Mr.  A.  C.  Fraser,  President  Calgary  Board  of 

Trade. 


Dr.  0.  H.  Patrick,  ) 


)  For  Alberta  Coal 


Mr.  L.   R.   Lipsett,  ) 

)  Operators  Association. 
Mr.  L.  A.  Tupper,  ) 

Mr.  Norman  F.  Priestley,  Vice  President,  United 

Farmers  of  Alberta. 


_  oop 


Court  House,  Calgary, 
Monday,  December  14,  1931. 


MORNING  SESSION 
The 

Commission  met  at  10.30  a.  m. 

THE  CHAIRMAN:  The  nature  of  our  inquiry  is  no 
doubt  understood;  it  covers  the  whole  subject  of  transpor- 
tation in  Canada,  with  special  reference  to  the  two  railway 
systems,  in  view  of  the  financial  difficulties  under  which 
the  National  Railways  have  been  labouring  and  the  reduced 
revenues  of  the  Canadian  Pacific. 

We  shall  be  glad  to  hear  any  representations  that 
are  likely  to  be  of  help  to  us  in  our  investigation, 

MR.  A.   C.  ERASER  (President  Calgary  Board  of  Trade): 
Mr.  Chairman  and  gentlemen  of  the  Commission,   in  the  absence 
of  his  Worship,  Mayor  Davison,   I  welcome  you  to  Calgary.  I 
trust  your  deliberations  will  be  pleasant,  and  I  am  quite 
sure  they  will  be  of  profit  to  the  country. 
THE  CHAIRMAN:  Thank  you. 

MR.  ERASER:  I  have  a  brief  memorandum  to  present, 
on  behalf  of  the  Calgary  Board  of  Trade.     I  will  read  it: 
In  your  inquiry  into  the  present  problem,  of  railway 
transportation  in  Canada,  I  am  informed  that  you  intend 
to  give  special  consideration  to  the  subject  of  the  com- 
petition of  motor  vehicles  operating  as  public  carriers. 

I  believe  it  is  agreed  that  such  motor  transportation 
is  here  to  stay,  and  it  is  my  opinion  that  the  sooner 
this  is  recognized  and  proper  regulations  established  lor 
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the  operation  of  this  new  system  of  transportation  the 
better  it  will  he  for  us  all. 

Under  existing  oonditions  I  as  a  taxpayer   am  beting 
my  share  of  the  loss  in  a  railway  system  controlled  as  to 
its  charges  and  regulated  as  to  its  service,  and  at  the 
same  time  I  am  obliged  to  pay  my  share  of  maintaining 
highways,  the  cost  of  which  maintenance  is  substantially 
increased  by  an  element  which  is  competing  with  this  rail- 
way in  an  uncontrolled  and  unregulated  manner. 

Since  the  creation  of  the  Railway  Commission  in  1903, 
rates  and  services  have  been  controlled  with  benefit 
alike  to  the  public  and  the  railroads.     This  experience 
leads  me  to  believe  that  similar  control  of  public 
carriers  by  motor  would  be  found  of  advantage  to  all 
forms  of  transportation,  and  «,ould  result  in  properly 
Placing  upon  motor  freight  ana  passenger  carriers  a 
fair  proportion  of  the  cost  of  maintaining  highways, 
built  at  great  cost  but  not  in  anticipation  of  the 
heavy  burden  which  this  class  of  traffic  imposes. 

With  proper  rental  tolls  for  use  of  our  highways, 
fair  and  equitable  rates  for  passenger  and  freight,  and 
regulated  services  established,  this  new  system  of  trans- 
portation would  of  course  compete  with  our  railroads,  but 
on  a  proper  basis,  and  the  public  woula  be  left  to  choose 
as  between  the  two  services. 
THE  CHAIRMM:  Thank  you. 

THE  SECRETARY:  There  are  submissions  in  writing, 
Gentlemen  of  the  Commission,  from  The  Spruco  Manufacturers 
Association,  which  has  its  headquarters  at  Calgary,  filed 

by  the  Secret arv    mv     t    ^    -n  i 

-j,  mi.  j.  r.   Poole;  certain  additional  rep- 

resntations  on  the  same  matter  by  the  President  ef  that  ' 


* 
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Association,  Mr.  J.  p.  McMillan,  of  Edmonton-  and  the 
Mountain  Lumber  Manufacturers  Association 

CHAIRMAN:  ThosG^osffiio^s  will  be  duly 

considered . 

Dr.  Patrick,  I  understand  that  you  and  your  asso- 
ciates desire  to  make  some  representations  to  the  Commission. 

DR.  0.  H.  PATRICK (For  Alberta  Coal  Operators 
Association):  Yes,  Mr.   Chairman.  We  have  had  very  little 
notice  of  your  coming  here,  consequently  we  have  not  a  thor- 
oughly prepared  statement  to  present  to  you  of  some  of  the 
things  that  we  think  would  be  a  possible  help  to  the  solut- 
ion of  our    troubles  not  only  in  connection  with  the  rail- 
roads but  also  the  industries  of  this  country,  particularly 
the  coal  industry. 

I  presume  that  most  of  the  information  I  may  be  able 
to  give  you  is  already  in  your  possession.     For  instance,  we 
have  an  abundance  of  coal  in  this  country,  and  there  is  none 
in  one  of  the  central  provinces.    For  the  past  five  or  ten 
years  we  have  been  trying  to  solve  the  trouble  of  getting 
our  abundance  of  Alberta  coal  into  the  province  of  Ontario. 
Up  to  the  present  date  we  have  not  been  able  to  solve  that 
trouble,     we  have  reached  only  a  slight  solution  -  we  have 
sent  from  30,000  to  35,000  tons  per  year  into  Ontario  the 
last  two  or  three  years. 

To  make  my  statement  as  short  as  possible,  Mr.  Chair- 
man,  our  difficulty  is  the  freight  rate  on  our  commodity. 
As  we  conceive  the  matter,  the  railroads  have  their  invest- 
ment amounting  to  hundreds  of  millions  of  dollars,    we  in 
Alberta  have  an  investment  in  our  mines  of  several  million 
dollars.     This  capital  would  probably  not  have  been  invested 
to  the  same  extent  if  we  had  had    foresight  as  good  as  our 
hindsight,  but  nevertheless  it  is  invested. 
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The  railways  in  our  view  are  being  utilized  only 
to  a  fraction  of  their  ability  to  serve;  ana  I  can  show  the 
same  condition  in  respect  to  cur  mines.  At  present  the 
domestic  coal  mines  of  Alberta  arc  being  worked  for  consider- 
ably  less  than  One-third  of  their  time.     There  is  not  a  mar- 
ket for  more  than  two-thirds  cf  what  they  are  capable  new  cf 
producing.     I  happen  tc  be  familiar  enough  with  the  situ- 
ation tc  know  that  in  the  last  thirty  days  only  one  mine 
has  been  running  on  an  average  of  over  two  days  a  week.  Wc 
in  western  Canada  are  also  impressed  as  we  drive  through  the 
country  by  the  casual      traffic;  there  are  very  few  freight 
trains  going  over  the  rails. 

The  solution  we  offer  would,  we  believe,  bring  about 
the  employment  of  this  capital  for  ju,t  a  little  more  of  its 
time,  and  consequently  reduce  the  cost  of  carrying  tonnage, 
and  there  would  be  a  tremendous  benefit  to  all  sections  of 
the  Dominion  by  bringing  about  more  employment  on  the  rail- 
roads and  in  the  mines  cf  western  Canada,     m  this  province 
by  reason  of  lack  of  market  and  high  freight  rates  our  pro- 
duction of  coal  .has  been  very  seriously  diminished  with 
resultant  unemployment  among  the-  miners. 

I  tore  goto  further  than  I  intended,  and  I  will  now 
introduce  the  written  memorandum  which  we  prepared  somewhat 
hurriedly  this  morning. 

THE  CHAIRMAN;  If  yall  wish  to  supplement  that  by  & 
more  elaborate  presentation,  we  shall  be  glad  tc  have  it. 

BE.  PATRICK:  I  do  not  know  that  I  have  any  particu- 
lar desire  to  do  so,  but  the  matter  has  taken  such  a  hold  of 
me  personally  that  I  felt  when  I  got  started  I  could  net 
help  speaking  on  it.     I  have  lived  in  this  country  all  my 
life  and  know  conditions  very  well,  and  I  do  feel  that  there 
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is  a  chance  of  solving  the  railway  difficulty  through  the 
coal  industry.     „  does  see,  too  bad  that  we  have  a  hundred 
million  dollars  going  out  of  Ontario  every  year  for  Ameri- 
can coal,  while  we  have  thousands  ef  our  people  starving  for 
lack  of  work.    we  can  give  „_em  ^  ^  ^  ^  ^  ^ 

ready  to  give  it  to  them.    It  is  not  a  matter  of  putting 
more  capital  into  our  mines;  these  mines  are  lying  idle,  and 
our  money  is  going  0¥er  to  the  United  States. 

I  think  Mr.  L.R.lipsett  and  Mr.  I.  a.  Tupper  who  are 
associated  with  me  in  this  presentation  will  he  glad  to  sup- 
plement  what  I  have  said. 

COMKESSIOKER  10 REE :  Coulcl  you  tell  me  the  British 
thermal    units  of  your  coal? 

DR.  PATRICK:  If  you  gentlemen  are  familiar  with  the 
burning  of  ooal  -~ 

THE  CHAIRMAE :  Mr.,  Lore,  is  very  faml  liar  ^  ^ 
burning  of  coal. 

DR.  PATRICK:  The  B.  I.  unit  per  pound  of  coal  is  one 
thing,  hut  there  are  many  others  that  enter  into  a  good  fuel. 
Our  fuel  has  heen  recommended  by  many  people  competent  to 
judge  as  being  the  bes+  domestic  coal  that  can  be  found  in 
Canada.  Cur  B.T.V,3  are  l0Kep  ^  ^  ^  ^  ^  ^ 

they  vary  suite  a  lot;  we  have  good,  bad  and  indifferent 
grades  of  coal  from  the  standpoint  of  B.T.U's.     But  if  you 
want  coal  shipped  into  Ontario,   T  may  say  that  our  coal 
on  the  B.I.U.  basis  ranges  from  very  high  to  very  low. 

COMMISSIONER  IOREE :  What  is  the  range? 

DR.  PATRICK:  From  9,500  to  11,500  for  the  domestic' 

fuel. 

COMMISSIONER  LOBES;  What  are  the  miners  wages  per 
ton  or  per  hour? 
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DR.  PATRICK:  Some  of  the  men  work  by  the  hour, 
others  at  piece  work  by  the  ton, 

COMMISSION  LORES:  What  do  they  get  when  they  work 
by  the  ton? 

BR.  PATRICK:  It  varies,  tut  this  probably  will  answer 
your  question.    Our  wages  in  Alberta  are  somewhat  higher 
than  they  are  in  other  districts,  and  we  aro  trying  to 
arrange  a  reduction  of  our  wage  scale.    We  are  in  hopes 
that  the  freight  rate  could  be  arranged  on  such  a  basis  that 
we  could  goto  an  labour  people  and  say:  He  can  do  so  and  so 
if  you  will  do  sc  and  so, 

THE  CHAIRMAN:  What  are  the  actual  wages,  to  begin 

with? 

BR.  PATRICK:  Our  highest  paid  men  outside  of  the  key 
men,  our  machine  men  cutters  will  earn  from  #9  to  $15  a 
day.     Those  men  run  very  expensive  machines. 

THE  CHAIRMAN  what  is  the  working  day? 
DR.  PATRICK:  An  eight  hour  day.     The  average  man  in 
the  mines  will  make  from  $6  to  #7.50  per  day.     I  am  sneaking 
of  one  mine  that  I  „  fflore  famlliar  with  than  ^ 

SIR  JOSEPH  FLAVELLE :  That  is  on  piece  work? 
BR.  PATRICK:  Yes. 

COKKISSIOUER  LOREE :  Po  you  have  natural  drainage 
or  have  your  mines  to  be  pumped? 

BR.  PATRICK:  We  have  to  pump.  Some  of  the  mines 
Have  not  got  an;,  water  content  at  all.  very  few  of  the 
mines  will  drain  by  gravity. 

CCHHISSIOHER  LORES:  How  deep  are  the  mines? 
BR.  PATRICK:  They  vary  from  175  feet  above  the  rail- 
road track  to  as  much  as  that  below  it. 

COMMISSIONED  LOPJ5F-  What     „  *». 

I'u--B" •  wnat  is  uhe  average  cover  over 
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the  vein? 

BP..  PATRICK:     In  the  mountains  the  seams  are  all 
sloping,   in  the  Drumheller  District  they  are  flat  seams. 
The  average  cover  in  one  district  is  250  feet,  running  down 
to  160  feet  above  the  railway  tracks  where  the  mine  is  on 
the  side  of  the  mountain.     Then  on  the  river  bottom  where 
they  go  in  from  the  hill  it  will  run  from  400  feet  down 
possibly  to  80  feet. 

COMMISSIONER  L0E.EE :  They  are  mostly  drift  mines? 
DR.  PATRICK:  Quite. 

COMMISSIONER  LOREE:  What  is  the  carbon  content  of 
the  coal? 

MR.  TUPPER:  It  runs  in  the  Drumheller  District  about 

46. 

THE  CHAIRMAN:  What  about  the  others? 
MR,  TUPPER:  Some  run  very  high,  52. 
ME.  LIPSETT :  The  carbon  content  runs  from  52  to  53 
for  domestic  coalo 

MR.  TUPPER:  It  is  a  very  free  burning  coal  without 
any  smoke  at  alle 

LORD  ASHFIELD:  What  is  the  difference  between  the 
price  of  foreign  coal  in  Ontario  and  that  of  Canadian  coal? 

DRc   PATRICK:   I  might  answer  the  question  by  saying 
this:  We  have  figured  for  some  time  in  connection  with  it, 
and  if  our  coal  was  put  in  at  the  mine  head  cost  it  would 
be  necessary  to  get  reduced  costs  of  labour.     If  this  could 
be  arranged  we  eoulfl  quote  our  coal  possibly  at  $3 
per  oon,  which  is  lower  than  anything  we  have  been  quoting 
up  to  the  present  time.     We  think  there  might  be  a  chance 
of  getting  $3  off  the  mine  head  costs.    At  present  we  have 
a  $6.75  freight  rate,  and  we  are  able  to  put  down  only 
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20,000  tons,  if  we  had  a  reduction  of  the  freight  rate  to 
$3  we  could  probably  put  down  75,000  or  100,000  tons. 
But  what  we  figure  to  make  that  a  complete  suceess  so  we 
could  put  into  Ontario  from  1,000,000  to  4, 000, 000  tons 
would  be  a  .$5  rate,     nth  a  $5  permanent  rate  it  is  tnought 
by  the- majority  of  the  men  who  have  given  it  study  that  we 
can  replace  American  coal  with  coal  from  Central  Alberta; 
that  is,  in  the  Central  Ontario  market. 

LORE  ASKFIELD:  What  is  the  present  freight  rate, 

$6.75? 

DR.  PATRICK:  It  is  $6.75  to  Central  Ontario  points 
from  Alberta, 

T.0ED  ASHFIELE-  j  You  are  asking  for  a  reduction  of 
#1.75  a  ton. 

MR.  LIPSETT :  That  is  about  it,  sir.    The  actual  rate 
is  not  |6.?5.    That  is  the  rate  paid  by  the  coal  industry, 
but  the  government  gives  a  subsidy  in  addition  amounting 
to  nearly  ^2  per  ton.  The  actual  sum  received  by  the  rail- 
way is  considerably  over  #8  per  ton. 

BR.  PATRICK:  That  was  the  rate  agreed  upon  at  the 
investigation  where  theprovincial  governments  and  the 
Dominion  government  met  the  railroads  and  arrived  at  the  cost 
price . 

THE  CHAIRMAN:  V?hat  is  the  price  of  imported  coal  in 


Ontario? 


in  Ontario? 


DR.  PATRICK:  It  will  run.  from  $12  to  $14  a  ton. 
MR,  TUPPIK:  From  $10  to  $12  for  anthracite  coal. 
DR.  PATRICK:  Did  you  have  in  mind  the  selling  price 


THE  CKAIRMAU:  The  price  of  the  competing  imported 
coal  in  Ontario. 
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MR.  LIPSETT :  The  price  to  the  public  I  understand 
is  about  fl?  a  ton.  I  do  not  think  we  know  the  mine  head 
price. 

DR.  PATRICK:  That  varying  as  it  may,  this  price  of 
$8.50  for  our  coal  in  Ontario  will  bring  us  a  little  advan- 
tage in  competing  in  that  market.. 

SIR  JOSEPH  FLAVELLE:   Is  this  the  2,000  or  the 
2,200  pound  ton? 

BR.  PATRICK:  The  2,000  short  ton. 
LORD  ASHFIELD:  Could  you  give  any  indication  of 
the  size  of  the  potential  market  for  your  coal  in  Ontario? 

DR.  PATRICK:  They  bring  into  that  province  alone 
one  hundred  million  dollars  worth  of  coal  every  year. 

SIR  JOSEPH  FLAVELLE:  Have  you  demonstrated  to  the 
satisfaction  of  the  users  of  your  coal  in  Ontario  that  it  is 
eqjial  to  the  coal  they  had  been  burning? 

DR.  PATRICK:  In  this  province  we  have  good  coal, 
medium  coal  and  bad  coal.     I  would  hope  that  if  some  freight 
rate  was  arrived  at  whereby  much  of  our  coal  could  be  sent 
down  there  some  way  of  classifying  the  coal    could  be  arran- 
ged,  so  that  the  Ontario  buyer  would  know  what  he  is  paying 
for.    We  have  Alberta  coal  sent  to  Ontario  that  should  not 
have  gone  there.     That  should  be  regulated  in  some  way. 

SIR  JOSEPH  FLAVELLE :  That  rests  with  you  here. 
MR.  LIPSETT:  With  the  government  here, 
DR.  PATRICK:  Yes,  I  think  we  could  find  a  solution 
for  that  part  of  it  if  we  had  the  other  part. 

SIR  JOSEPH  FLAVELLE:  You  say  that  with  this  lower 
rate  you  would  be  able  to  ask  labour  to  make  a  contribution. 
What  is  the  labour  cost  per  ton  of  coal  on  the  basis  which 
you  have  indicated? 
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DR.  PATRICK:  We  figure  roughly  that  80  percent 

of  our  cost  is  labour. 

SIR  JOSEPH  FLAVELLE:     You  say  that  out  of  a  $4  cost 
at  the  mine  head  $3.20  goes  to  labour? 

DR.  PATRICK:  Yes,  reaching  out  in  many  directions. 
I  have  heard  the  statement  made  time  and  again  that  80  per- 
cent of  our  cost  is  labour. 

MR.  TUPPER:  That  was  stated  in  the  Trinan  report. 
SIR  JOSEPH  FLaVELLE:  Have  you  any  knowledge  of  the 
mine  head  cost  of  the  Pennsylvania  coal  that  comes  to  Canada? 
DR.  PATRICK:  I  have  not. 

MR.  TUPPER :  It  runs  from  $7  to  |8.  I  do  not  know 
what  it  is  this  winter. 

SIR  JOSEPH  FLaVELLE:  Hot  at  the  mine  head? 

MR.  TUPPER:  It  has  been  as  high  as  that.     It  has  been 
up  to  $6  and  $7. 

DR.  PATRICK:  I  do  not  think  it  would  average  that 
high,  but  I  am  not  in  a  position  to  say.     I  could  not  give 
you  the  mine  head  cost  of  the  Pennsylvania  coal. 
MR.  TUPPER :  It  has  been  as  high  as  $8. 
MR.  LIPSETT:  I  think  we  should  not  ask  you  to  take 
that  figure  as  correct.     I  think  we  are  not  accurate  in  the 
figure  Mr.  TupPer  suggests  as  to  the  Pennsylvania  mines,  we 
could  get  an  approximate  figure  and  send  it  to  you. 

THE  CHAIRMAJtf:  Quite  so.     Some  part  of  the  Ontario 
supply  is  welsh  anthracite.    Do  you  happen  to  know  how  much? 

DR.  PATRICK:  Yes,  we  know  that  there  is  Welsh  coal 
coming  in  there.    We  believe  it  will  continue  to  come  in, 
and  we  are  in  favour  of  it.     There  is  no  disposition  on  the 
part  of  western  Canada  coal  operators  to  replace  Welsh  coal; 
it  is  a  case  of  our  replacing  American  coal  more  particularly. 
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THE  CHAIRMAN:  Is  there  anything  further? 

MR.  L.  Re  LIPSETT   (  For  Alberta  Coal  Operators 
Association):  Perhaps,  sir,  I  might  be  allowed  to  take  up 
your  time  for  a  moment.    Dr.  Patrick  is  Vice  President  of  our 
Association.    Unfortunately  our  President,  Mr.  Cook,  who  has 
signed  the  memorandum  which  we  are  submitting  to  you,  was 
unable  to  be  present.     I  happen  to  be  Chairman  of  the  Committee 
of  the  Association  which  looks  after  the  question  of  freights. 
Dr.  Patrick  has  put  the  matter  to  you  more  or  less  from  the 
point  of  view  of  the  coal  industry.     We  must  of  course  real- 
ize that  your  main  interest  in  this  question  is  from  the  rail- 
way point  of  view. 

THE  CHAIRMAN:  Quite  so. 

MR.  LIPSETT:  We  feel  that  unless  we  can  put  up  to 
you  something  to  satisfy  you  that  we  are  at  least  being  help- 
ful to  the  railways,  we  should  be  wasting  your  time  as  well 
as  our  own  in  coming  before  you.     I  should  ftke  to  say  at  once 
that  we  are  not  taking  any  position  of  hostility  or  criti- 
cism to  the  railways;  we  are  here  to  offer  what  we  think  may 
be  a  fair  contribution  --  a  contribution  which  will  help  the 
industry  in  which  we  are  directly  interested,  and  at  the  same 
time  will  be  helpful  to  the  railway  companies. 

The  present  position  of  the  railways,   of  course,  is 
so  unsatisfactory  that  something  will  have  to  be  done,  other- 
wise the  evil  from  which  the  railways  are  suffering  will  be- 
come progressively  worse.    We  feel  that  the  suggestion  we  are 
making  is  worthy  of  consideration  and  is  economically  sound 
from  the  railway  point  of  view. 

Under  the  present  conditions  and  the  present  freights 
the  haulage  of  coal  is  actualy  decreasing  over  the  railways. 
As  it  decreases  the  cost  of  course  to  the  railways  is  greater 
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per  ton,  and  the  evil  therefore  is  progressive.    At  present 
rates  we  are  convinced  that  coal  will  be  carried  in  dimin- 
ishing quantities  as  time  goes  on  not  only  to  the  present 
markets,   but  the  possibility  of  taking  it  to  further  markets 
will  be  absolutely  out  of  the  question. 

Our  submission  is  along  two  lines.     One  is  that  the 
markets  at  present  existing  should  be  extended;  in  other 
words,  that  in  conjunction  with  the  railways  and  the  govern- 
ment we  should  put  our  Alberta  coal  into  central  Canada  and 
keep  this  enormous  sum  of  money  that  is  going  out  of  the 
country  year  by  year  so  that  it  may  continue  circulating  in 
Canada. 

We  think  the  direct  benefit  of  that  to  the  railway 
companies  would  be  this.    We  think  that  if  we  could  get  a 
$5  freight  rate  —  which  I  say  at  once  is  a  very  low  rate 
we  could  after  a  year  or  two  put  4,000,000  tons  of  domestic 
coal  into  Ontario  out  of  the  approximately  15,000,000  tons 
that  is  coming  into  that  province  from  outside  sources. 
If  we  could  get  4,000,000  tons  of  our  coal  into  Ontario  at 
a  freight  rate  of  $5  a  ton  we  would  be  contributing  to  the 
railways  #20,000,000  a  year,   less  whatever  revenue  they  are 
at  present  getting  from  the  short  haul  of  American  coal. 
If  we  could  do  that  we  would  have  retained  in  Canada 
$15,000,000  a  year  approximately  -  I  cannot  give  you  exact 
figures  —  for  the  benefit  of  our  railways  and  our  workmen, 
in  addition  to  which  we  would  haveanother  $15,000,000  of  coal 
money,   that  is  money  which  now  goes  out  of  the  country  to 
America  for  imported  coal  would  be  retained  in  Canada.  We 
think  that  would  be  of  great  assistance  to  the  railway  com- 
panies   to  obtain  for  them  $15,000,000  additional  revenue. 

We  know  that  when  you  get  a  number  of  railway  experts 
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figure  out  the  question  of  traffic  costs  and  a  certain 
decimal  point  is  taken  for  management,  for  bond  interest, 
for  supervision,  for  signalling,  for  marshalling  trains, 
for  shunting  and  for  lighting,  as  well  as  for  depreciation 
of  the  rolling  stock  and  permanent  way,  those  costs  can  be 
built  up  to  a  much  higher  figure  than  the  $5  that  we  suggest. 
On  the  other  hand,  it  must  be  conceded  that  nearly  all  that 
expenditure,   even  including  current  expenditure,  will  have 
to  be  undertaken  by  the  railways  whether  they  carry  this 
additional  traffic  or  not,  and  that  so  far  as  overhead 
charges  are  concerned  and  the  interest  on  their  bonds  and 
other  fixed  charges,  those  also  have  to  be  met,  even  if  there 
is  no  traffic  carried  at  all. 

Therefore  we  take  the  view  that  if  we  could  give 
the  railway  companies  this  4,000,000  tons  of  traffic  at  a 
figure  which  would  cover  their  labour  costs,  their  fuel  — 
that  is,  their  coal  cost  —  and  make  some  contribution  to- 
wards depreciation,  anything  over  that  figure  would  be  of 
some  assistance  towards  meeting  general  expenses  and  over- 
head charges  of  the  railways,  and  that  contribution,  no 
matter  how  small,  would  be  our  share  towards  helping  the 
recovery  of  the  railways. 

We  admit  that  we  are  not  entirely  disinterested  i: 
making  this  submission.     We  admit  at  once  that  we  are  i: 
terested  in  the  coal  industry.     But  it  is  on  these  grounds 
that  we  come  to  ask  you  for  consideration  of  our  submission 
and  we  believe  it  is  worthy  of  consideration  because  if  we 
can  give  any  help  to  the  railway  companies  over  and  above 
their  actual  out-of-pocket  costs  we  are  contributing  some- 
thing towards  lessening  the  evil  which  at  the  present  time 
the  country  and  the  railroads  are  suffering  from. 
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The  second  point  upon  which  we  desire  to  lay  some 
stress  is  the  expansion  of  the  actual  existing  markets  for 
our  coal.    Those  markets  are  suffering  and  are  becoming  less 
from  the  railway  point  of  view.     Our  present  markets  are  in 
Manitoba,  Saskatchewan  and  Alberta.    Until  recent  times 
those  markets  were  supplied  largely  by  coal.     When  we  get 
down  to  Winnipeg,  which  perhaps  is  our  largest  market,  we 
find  that  American  coke  and  American  coal,  which  are  used 
in  central  heating  plants,  are  competing  against  us,   and  at 
a  very  much  reduced  revenue  to  the  railways.     That  is  to  say, 
instead  of  getting  the  freight  on  our  Alberta  coal,   they  are 
getting  a  much  reduced  freight  on  American  coal. 

That  is  not  the  only  competition  the  railways  are 
suffering  from  d.wn  there,  because  owing  to  the  present  coal 
rates  to  Winnipeg,  coal  is  now  being  trucked  into  that  city 
and  into  Regina.     That  menace  at  the  start  was  confined  to 
short  hauls  of  from  ten  to  fifteen  and  twenty  miles;  at 
the  present  time  I  am  perfectly  safe  in  saying  that  trucks 
to  hauling  coal  as  far  as  seventy-five  miles  and  in  some 
oases  up  to  one  hundred  miles.     This  of  course  is  taking 
away  traffic  from  the  railways. 

When  we  come  a  little  nearer  home,   to  Regina,  we  find 
the  coal  industry  is  being  threatened  by  the  piping  of  gas 
into  that  city.    At  the  moment  that  perhaps  is  not  going  to 
take  place,  but  the  threat  is  there  and  unless  it  is  met  in 
advance  by  the  coal  industry  giving  cheaper  coal  to  that 
point,  and  by  the  railways  hauling  it  there  at  a  lower  rate, 
there  is  no  doubt  whatever  that  that  gas  menace  will  become' 
very  acute  and  the  railway  companies  in  order  to  compete 
with  it  will  be  forced  to  reduce  their  freight  rates  very 
considerably;  but  at  that  time  they  will  have  to  reduce  their 
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rates  whc-h  their  tonnage  is  perhaps  halved,  instead  of  re- 
taining their  present  full  tonnage  and  perhaps  increasing 

Vhen  we  oome  still  nearer  home  in  the  Province  of 
Alberta  we  find  trucks  in  sharp  competition  with  the  rail- 
ways, and  meeting  the  railways  at  almost  all  points  on  the 
present  freight  rates.     The  mine  I  operate  is  a  very  small 
one,  hut  too  or  three  small  mines  around  my  own  are  deliver- 
ing mere  tonnage  by  truck  than  I  am  able  to  ship  over  the 
railway.     I  admit  I  am  a  very  small  outfit  compared  with 
some  of  those  in  the  industry,  but  that  has  been  my  own 
experience  and  I  believe  it  is  pretty  general. 

With  respect  to  the  retension  of  the  existing  mar- 
kets, we  feel  that  unless  the  railway  companies  can  do  some- 
thing to  get  their  costs  and  their  freights  down  they  will 
lose  the  existing  markets  for  coal  to  a  very  large  extent. 
On  the  other  hand,  we 'think  it  would  be  better  policy  for 
the  railways,   Just  as  it  would  bebetter  policy  for  us,  to 
face  the  situation  before  it  is  too  late  and  get  bother 
coal  costs  and  our  railway  freights  down  to  a  point  that 
would  enable  us  not  only  to  hold  those  markets  but  to  in- 
crease our  hold  on  them. 

Those,  sir,  shortly  are  the  two  points  we  have  sub- 
mitted to  you  in  our  short  memorandum.     If  the  matter  is 
to  be  investigated  farther  we  shall  be  only  too  anxious  to 
put  in  further  facts  and  to  glve  every  possible  help  to  the 
Commi  ssi  on. 

We  are  extremely  grateful  for  the  courteous  hearing. 
We  are  confident  that  the  recommendations  which  you  may 

make  to  the  government  will  hel-n  in        +  ™ 

nexp  m  lestoring  prosperity  to 

the  railways  and  to  the  country. 

COMMISSION  LOREE:  In  answer  to  an  earlier  guestion 
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of  mine  you  said  your  highest  paid  men  were  getting  $15 
a  day.     What  were  they  getting  in  1913? 

DR.  PATRICK:  The  men  drawing  $15  a  day  are  handling 
machines  that  were  not  in  existence  in  1913.     The  men  who 
were  handling  a  very  much  smaller  machine  at  that  time  would 
probably  bo  getting  from  $10  to  $11  a  day. 

COMMISSIONER  LOREE:  You  also  spoke  of  men  who  are 
getting  $9  a  day.     What  were  they  getting  for  similar  kind 
of  work  in  1913? 

DR.  PATRICK:  Practically  the  same  money.     Our  wage 
scale  has  been  the  same  for  several  years.  There  has  been  no 
reduction  yet . 

MR.  TUPPER:  In  1913  the  day  wage  for  outside  men  was 
$2.75;  today  it  is  $4.41.     The  underground  men  I  think 
were  getting  three  dollars  and  something;  today  they  get 
$4.57  and  $5.^,5.     Drivers  —  those  who  drive  horses  —  get 
$5.35  for  an  eight  hour  day  from  bank  to  bank.     They  do  not 
work  eight  hours  actually  in  our  mine;  they  have  to  walk  a  - 
mile  and  a  half  to  get  in  there  and  out. 

CCmnsSIOHER  LOREE:  In  1913  was  it  a  ten  hour  day? 
MR.  TUPPER:  It  was  a  nine  hour  day. 
THE  CHaXHLIAF:  And  the  wage  was? 

MR.  TOTEEE:  I  think  £3.25  for  the  drivers.  That  is  my 
impression,  I  am  not  absolutely  sure.     I  know  outside  men 
were  getting  $2.75.    The  drivers  today  are  getting  #5.35. 

ME.  LIPSETT:  I  might  add,  Mr.  Chairman,  that  if  ,,e 
oould  get  increased  markets,  and  we  could  give  the  men 
immediately  constant  employment  the  year  around,  the  wages 
they  would  accept  would  automatically  become  lower.  They 
put  their  wage  claim  to  us  in  this  way:  They  are  only  working 
from  one  to  three  days  a  week,  and  for  a  considerable  portion 
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of  the  year  they  are  not  working  at  all.     If  we  could  in- 
crease the  market  and  get  continuous  employment  for  the  men 
during  the  winter  by  securing  the  Ontario  market,  as  we  have 
suggested,  we  could  automatically  reduce  wages  very  sub- 
stantially. 

COMMISSIONER  LOREE:  The  rate  you  have  been  talking 
about  to  Ontario  is  all-rail? 
MR.  LIPSETT :  All-rail. 

COMMISSIONER  LOREE:   Is  it  practicable  to  ship  your 
coal  to  Fort  William  and  then  send  it  by  boat  down  to 
Ontario? 

MR.  LIPSETT:  We  think  not;  that  has  been  considered. 
DR.  PATRICK:  I  might  add  for  your  information,  sir, 
that  that  has  been  considered,  and  it  would  not  be  practi- 
cable.    The  rough  handling  of  the  coal  into  the  boats 
would  break  it  up  too  muoh  . 

SIR  JOSEPH  FLAVELLE:     You  spoke  of  two  or  three 
mines  near  you  trucking  their  coal.    Are  the  trucks  oper- 
ated by  the  mine'  owners? 

MR.  LIPSETT:  No,   sir;  generally  they  are  operated 
by  independent  individuals. 

SIR  JOSEPH  FLAVELLE:  I  do  not  mean  to  use  the  term 
offensively  at  all,  but  I  suppose  you  might  call  them  boot- 
leggers. 

MR.  LIPSETT:  Snowbirds  we  call  them.     Why  that 
should  be  applied  to  men  trucking  coal  I  don't  understand. 

SIR  JOSEPH  FLAVELLE:  Of  course,  they  have  had  no 
opportunity  of  determining  the  wear  and  tear  on  their  trucks; 
they  are  out  of  work  and  make  use  of  their  truck  to  earn 
some  sort  of  wage. 

DR.  PATRICK:  They  are  mostly  farmers  trucks. 
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MR.  LIPSETT :  Not  in  our  case. 

SIR  JOSEPH  FI^VELLE:  You  have  not  an  organized  truck 
service  in  competition  with  an  organized  railway  service? 
DR.  PATRICK  :  Me  have  not. 

MR.  LIPSETT:  Ho,  sir,  not  at  present.  That  might 
easily    develop,  because  at  the  present  time  those  men  are 
in  close  touch  with  each  other  and  more  or  less  fix  — 
I  will  not  say  stabilize-charges  among  themselves. 

SIR  JOSEPH  FLAVELLE:  I  think  you  will  agree  that  an 
organized  truck  service  would  have  to  give  some  consideration 
to  operating  charges  -    obsolescence  and  repairs  ~  which  at 
the  moment  the  truck  operator  is  not  taking  into  account. 

MR.  LIPSETT:  I  do  not  think  those  men  consider  de- 
preciation at  all  as  would  an  organized  concern.     I  think 
the  railways  will  always  have  that  competition,  subject  to 
anything  that  may  eventuate  from  this  inquiry,  because 
there  are  always  a  number  of  these  young  men  with  trucks  who 
are  quite  anxious  to  work  at  coal  trucking  when  they  have 
not  any  other  work  to  do. 

COMMISSIONER  LEMAJT:    As  far  as  the  coal  mines  are 
concerned  those  men  provide  a  cheap  means  of  transportation. 

MR.  LIPSETT:  That  is  so,   sir;  except  this  that  the 
mines  as  a  body        I  can  speak  quite  definitely  for  my 
own  mine  and  I  think  also  for  the  others  ~  much  prefer  to 
stand  in  with  the  railways  and  have  a  regular  and  genuine 
service  all  the  year  round  to  all  points.     If  the  mines 
could  deal  exclusively  with  the  railways  I  think  they  would 
prefer  to  do  so. 

DR.  PATRICK:  In  the  Drumheller  District  there  are  a 
number  of  waggon  mines  that  are  not  on  the  railway  at  all. 
MR.  LIPSETT:  They  are  very  small,  of  course. 
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DR.  PATRICK:  Yes. 

SIR  JOSEPH  PLAVELLE:  They  deliver  direct  to  the  far- 


mers? 


DR.  PATRICK:  The  mines  do  not;  but  the  trucks  go  there 
in  preference  to  going  to  the  mines  on  the  railroad. 

MR.  TUPPER:  They  haul  to  towns  fifty  or  sixty  miles 
away  and  sell  the  coal.  They  become  coal  dealers  in  those 
towns • 

LORE  ASEFIELD:  In  any  event  yours  is  a  railroad,  not 
a  road  problem. 

MR.  LIPSETT :  Railroad  entirely,  sir.    As  no  doubt 
you  arc-  aware,  in  the  Old  Country  coal  has  been  entirely 
taken  out  of  the  ordinary  classification  and  put  in  a 
special  classification  by  itself,  having  regard  to  the  diffi- 
culty  of  getting  it  exported.     It  is  practically  the  same 
trouble  here  to  get  our  coal  into  Ontario;  it  requires  spec- 
ial   consideration  and  a  special  classification  on  the  part 
of  the  railways,   Just  as  it  requires  special  costing  and 
special  reduced  prices  on  the  part  of  the  mine  owners  if  we 
are  going  to  succeed. 

SIR  JOSEPH  SCiYBUa:  You  spoke  of  competition  with 
gas.     Have  you  competition  with  oillg 

MR.  IIPSETT:  Suite  a  bit,  Sir  Joseph.  Gas  is  .quite 
prominently  before  our  mines  because  it  has  been  up  before 
the  people  of  Regina  quite  recently. 

SIR  JOSEIH  PLAVELLE:  It  is  piped,  of  course? 
MR.  LIPSETT :  It  is  to  be  piped.    Something  has 
happened  to  kill  the  project  at  the  moment.     If  m  take- 
time  by  the  forelock  a*d  really  show  the  people  of  Regina 
that  we  could  give  them  cheap  coal  both  by  our  own  efforts 
at    the  mines  and  by  our  efforts  in  conjunction  with  the 
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railways  to  reduce  freights,  we  think  probably  we  could 
defeat  the  proposal  forever,  both  for  the  benefit  of  the 
railways  and  of  ourselves. 

THE  CHAIRMAN:  We  are  very  much  obliged  to  you. 
You  have  some  communication  that  you  would  like  to 
on  behalf  of  your  organization,  Mr.  Priestley. 

MR.  PRIESTLEY:  Yes,  I  have  a  written  submission. 
THE  CHAIRMAN:  Would  you  kindly  read  it? 
MR.  NORMAN  F.  PRIESTLEY ( Vice  President,  United 
Farmers  of  Alberta):  Yes. 

Mr.  Chairman  and  Gentlemen: 

It  is  our  wish  to  present  before  your  honourable 
body  some  considerations  from  the  point  of  view  of  the 
farmers  of  Western  Canada  with  respect  to  the  general 
problem  of  transportation  in  the  Dominion,  having  par- 
ticular regard  to  present  conditions  and  future  develop 
ments  as  affecting  Westers  Canadian  agriculture. 

We  believe  it  to  be  generally  agreed  that  the  in- 
terests and  well-being  of  Canada  are  intimately  bound 
up  with  the  prosperity  of  Western  agriculture. 

May  we  say  at  the  outset  that  our  railway  systems, 
particularly  those  of  the  Western  Provinces,  have  been 
brought  into  being  in  a  comparatively  few  decades ;and  tfc 
the  problems  now  faced  by  government  and  people  with 
respect  to  those  systems  are  the  direct  result  of  effort 
on  the  part  of  private  interests  to  secure  franchises 
and  establish  themselves  in  profitable  enterprises  with- 
out regard  to  the  interests  of  Government  or  the  well- 
being  of  the  people  as  a  whole.     The  entire  process  of 
railway  building  and  development  in  the  past  has  been 
characterized  by  the  remarkable  absence  of  intelligent 
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planning  with  a  view  to  the  interests  of  the  people. 
It  is  notorious  that  the  systems  comprising  the   ore  sent 
Canadian  National  Railway  were  taken  over  by  the  Govern- 
ment because  of  the  bankruptcy  of  those  systems,  and  the 
inability  of  their  respective  managements  to  continue 
to  operate  the  same. 

We  submit  that  the  time  has  come  when  definite 
steps  should  be  taken  to  make  the  railways  of  Canada 
serve  the  interests  of  the  Canadian  people.  A  contin- 
uance of  the  present  competition  between  the  two  rail- 
way systems  is  but  perpetuating  the  waste  which  was 
involved  in  their  conception  and  development.  Amalga- 
mation has  become  imperative. 

Amalgamation  of  these  railways  would  create  a  mon- 
opoly.    Monopoly  by  private  interests  in  such  a  vital 
matter  as  the  transportation  systems  of  the  country 
would  be  unacceptable  to  the  nation  m  a  whole.  We 
therefore  urge  the  amalgamation  of  the  two  systems  of 
railways;  and  further  urge  that  the  ownership,  and  con- 
trol of  the  amalgamated  systems  be  vested  in  the 
Government  of  Canada;  and  that  the  railways  be  operated 
by  a  Board  responsible  to  the  Parliament  of  Canada. 

It  is  unnecessary  to  trespass  upon  the  time  of  the 
Commission  to  multiply  examples  of  the  waste  to  which 
reference  has  been  made.     May  we  briefly  allude  to  a 
few  outstanding  instances.     While  there  are  still  large 
areas  of  well  settled  country  without  railway  facili- 
ties, there  are  hundreds  of  miles  of  territory  traversed 
by  both  railways  within  sight  of  each  other.    For  ex- 
ample, Edmonton  West  to  the  Yellowhead  Pass;  Saskatoon 
to  Unity  in  Saskatchewan;  Cromer,  Manitoba,   to  Peebles, 
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Saskatchewan;  and  the  three  transcontinentals  connecting 
Eastern  and  Western  Canada  through  Northern  Ontario. 
In  British  Columbia  expensive  stretches  of  railway  cling 
to  the  same  mountain  side  for  many  miles. 

Another  instance  of  the  wastefulness  of  competition 
may  be  cited  in  the  building  of  our  numerous  railway 
hotels,  far  in  advance  of  present  traffic  requirements. 
Hotels^ involving  a  capital  investment  of  several 
millions  of  dollars  each  have  been  erected  by  both  rail- 
way systems.     There  is  little  hope  of  the  income  de- 
rived from  these  hotels  being  sufficient  to  meet  ser- 
vice and  maintenance  charges,  much  less  take  care  of 
interest  on  investment.     In  so  far  as  the  National  sys- 
tem is  concerned,  proof  of  this  can  be  found  in  the 
evidence  given  before  the  special  committee  of  the  House 
of  Commons  appointed  in  1931  to  inquire  into  the  finan- 
cial standing  and  operation  of  the  Canadian  National 
Railways,     There  is  no  reason  to  doubt  that  a  similar 
condition  obtains  with  respect  to  the  hotels  of  the 
Canadian  Pacific  Railway  . 

The  foregoing  instances  of  the  wastefulness  of  com- 
petition are  a  few  of  the  considerations  among  many  which 
we  believe  warrant  the  conclusion  that  ownership  and 
operation  of  our  railway  systems  by  private  interests 
have  failed  to  bring  satisfactory  results,  and  that  such 
results  can  only  .be  obtained  as  above  stated,  by  Govern- 
ment ownership  and  operation. 

Apparently  in  an  effort  to  discredit  the  principle 
of  public  ownership  as  applied  to  railway  systems, 
critics  of  the  Canadian  National  Railways  have  frequently 
stressed  the  heavy  indebtedness  of  that  system,  and  more 
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particularly  that  portion  .of  the  indebtedness  due  to  the 
Dominion  Government.     It  has  been  stated,   for  instance, 
that  the  capitalization  of  the  Canadian  National  system 
is  1,2,655,000,000.     The  Canadian  National  Railways  sys- 
tem is  embarrassed  with  these  capital  charges  because  of 
the  extravagance  and  inefficiency  obtaining  in  the  variou 
systems  which  were  broaght  together  to  constitute  that 
system.     There  were  also  extraordinary  expenditures  in- 
volved in  the  coordination  of  these  various  units  in  the 
one  system. 

We  submit  that  it  is  incorrect  to  describe  this 
grand  total  of  liabilities  as  the  capitalization  of  the 
system.     In  our  opinion,  differentiation  should  be  made 
between  the  debt  made  up  of  bonds  and  debentures  held 
by  the  investing  public,   of  :i, 283, 000, 000,  and  the 
amount  of  fl, 367, 000, 000,  which  represents  the  total 
outlay  of  public  monies  in  bringing  the  National  system 
into  being  and  helping  to  establish  the  same.     There  was 
for  instance  the  sum  of  $604, 406,259  loaned  over  a  period 
of  years  to  the  Grand  Trunk  Railway,   the  Grand  Trunlc 
Pacific  Railway  and  the  Canadian  Northern  Railway  in  an 
effort  to  save  them  from  collapse.     This  figure  is  in- 
cluded in  the  $1,367,000,000  mentioned  above,  all  of 
which  represents  money  loaned  by  the  nation  to  itself. 
In  our  judgment,  whatever  may  be  the  future  railway 
policy  of  Canada,  consideration  should  be  given  to  the 
writing  off,  either  in  whole  or  in  part,  of  the  sum  of 
$1,267,000,000  aforementioned.    Until  this  has  been  done 
it  will  be  impossible  to  obtain  a  true  picture  of  the 
position  of  the  Canadian  National  Railway  system. 
•       Apart  from  the  broad  issues  of  national  policy  in- 
volved in  the  foregoing,  we  desire  to  submit  to  your 
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consideration  a  matter  of  serious  import  to  the  farmer 
and  othor  primary  producers  of  Western  Canada. 

The  great  decline  in  price  levels  of  all  farm  pro- 
ducts has  thrown  into  bold  relief  the  large  proportion 
paid  for  freight  charges  by  the  farmer  out  of  the  sale 
price  of  his  commodities.  The  following  instances  set 
forth  the  facts  in  several  of  the  principal  commodities 

From  the  statement  of  the  Dominion  Bureau  of 
Statistics  as  set  forth  in  the  Canada  Year  Book  we  find 
that  the  price  of  No.l  northern  wheat,  f.  o.  b.  Fort 
William,   for  the  eight  years  1922-1929,  as  at  July  21st 
was  as  follows: 

*m*  ..... .................... 129.7  cents 

j.**o........   U0#5  „ 

Iqpr    o. 107.1  " 

iqpa  .  .169.0  » 

±y<ib,  ........      s  .  „  0  „  „  I  O  Tf 

1q?q .146.2  TI 
........................... 148.2  h 

xvev. ....................... .o  e . .124.0  n 

From  these  figures,  which  are  the  average  of  the 
daily  closing  prices  and  not  a  weighted  average,  we 
derive  an  average  for  the  eight  years  of  135.7  cents. 

The  freight  rate  from  Calgary  to  Fort  William  from 
July  7th,   1922,  has  been  26  cents  per  hundred  pounds, 
or  15.6  cents  per  bushel.     This  constituted  an  average 
of  11.5  per  cent  of  the  price  received  by  the  farmer 
at  Fort  William  during  these  same  years.  Complete  stat- 
istics for  the  current  year  are  not  available,  it  is 
notorious,  however,  that  prices  have  touched  low  levels 
without  precedent  in  the  history  of  the  grain  trade  in 
Canada.     For  instance,  towards  the  close  of  the  harvest 
season  in  September,  *>,  1.    Northern    wheat  ranged 
around  50  to  54  cents  a  bushel  at  Fort  William.  After 
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a  series  of  fluctuations  ranging  from  those  figures  to 
approximately  75  cents,  we  find  the  market  closing  last 
Saturday  at  60^  cents  per  bushel.     The  freight  rate  of 
15.6  cents  per  bushel  from  Calgary  constitutes  £5.8 
per  cent  of  the  Fort  William  price  to  the  farmer. 

It  should  be  noted  that  the  foregoing  figures  and 
comparisons  refer  to  No.  1  Northern  wheat,   and  that  the 
percentage  of  cost  due  to  freight  rates  on  inferior 
grades  is  proportionately  higher. 

Taking  the  period  of  years  1922-1930,  we  find  a 
similar  decline  in  live  stock  values.     For  instance, 
heavy  finished  steers  at  Edmonton  are  quoted  by  the 
same  authority  over  the  same  period  of  years  at  the 
following  average  prices  per  100  pounds: 
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The  average  for  the  nine-year  period  was  6.59  per 
100  lbs.     The  last  available  quotations  from  the  same  mar- 
ket were  on  December  11th:  "good  butcher  steers,  $4.00 
to  $4.50  per  100  lbs." 

During  the  nine-year  period  1922  to  1930  the  average 
prices  for  hogs,  thick  smooth  (fed  and  watered)  at 
Edmonton,  are  given  by  the  same  authority  as  follows: 
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The  average  for  the  nine  years  was  $10.11  per  100  lbs. 
On  December  11th,  1931,  quotations  at  Edmonton  for  butcher 
hogs  (fed  and  watered)  stood  at  $2.75  to  $2.85  per  100  lbs. 
1  may  say,  Mr.  Chairman,  that  the  same  classifi- 
cation does  not  now  exist  as  existed  for  the  previous  nine 
years,  but  we  have  chosen  the  nearest  available  classifi- 


Prom  the  same  statistical  authority  we  find  that  the 
total  value  of  field  crops  for  the  years  1922-1929  is 
recorded  as  follows: 

1922 

1923  4  962,000,000 

1924." ' ' 899,000,000 

1925  "   995,000,000 

1926  *  ° 1, 098,  000,  000 

1927  °   1,104,000,000 

1928 1,173,000,000 
1929  s° 1,125,000  000 

948,000,000 


o  o  a 


The  average  value  for  these  eight  years  was 
#1,038,000,000.  The  value  for  1930  is  given  as 
$631,000,000.    From  these  figures  we  see  that  ^  y^ 

1930  values  in  field  crops  declined  about  39  per  cent. 

from  the  average  vearlv  vaino  „-p  n 

g    yearly  value  of  the  preceding  eight  years. 

On  behalf  of  the  farming  community  we  feel  it  per- 
tinent to  observe  that  freight  rates  have  been  maintained 
at  previously  existing  levels;  and  respectfully  suggest 
that  in  the  interests  of  Canada  as  a  whole  and  the  West- 
ern provinces  in  particular  everything  possible  should  be 
done  to  relieve  the  farming  community  of  the  heavy  burden 
loosed  by  existing  freight  rates.    The  large  economies 
which  might  be  effected  by  amalgamation  of  the  owe  rail- 
way systems  and  their  efficient  operation  under  government 

ownership  would  maVp  . , 

make  it  possible  substantially  to  reduce 
"the  cost  of  tran q-mr.4- 

trans.ort.tion  on  agricultural  and  other 
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products.     We  submit  that  in  any  event  there  are  few 
things  of  greater  moment  to  the  farmers  of  Western 
Canada  than  that  an  efficient  and  economical  system  of 
transportation  be  provided  to  enable  the  Western  Canad- 
ian farmer  to  compete  in  the  world's  markets  with  pro- 
ducers of  primary  products  in  other  agricultural  count- 


ries . 


While  the  foregoing  representations  are  made  specifi- 
cally on  behalf  of  the  United  Farmers  of  Alberta,  we  have 
been  asked  to  associate  with  ourselves  therein  the  United 
Farmers  of  Canada,  Saskatchewan  Section,  and  the  United 
Farmers  of  Manitoba. 

THE  CHAIIttlAlI-  Mr    Pri  4.4.. 

'  Mr"  Priestley,  m  putting  forward  the 

view  of  the  organization  which  you  represent,  that  an 
amalgamation  of  the  various  systems  under  government  owner- 
ship is  the  most  desirable  course,  have  you  considered  the 
mode  in  which  the  cost  of  acquiring  the  Canadian  Pacific 
Railway  system  should  be  borne?    m  putting  that  question 
.you  must  not  understand  me  as  in  any  way  whatever  implying 
criticism  of  your  view  in  regard  to  amalgamation;  I  am  ask- 
ing only  for  information. 

MR.  Mr.  Chairman,  I  am  not  an  expert  in  ' 

railway  matters;  I  confess  to  much  ignorance  about  them. 
I  am  just  presenting  the  point  of  view  of  the  farmers  of 
this  province  and  of  the  other  two  provinces  as  set  forth  ■ 
from  time  to  time  over  a  period  of  years  by  resolutions 
passed  at  their  annual  conventions  and  by  official  ore- 


nouncement s 


THF  CHAIHMUT:  You  have  not  in  mind  the  purely  finan- 
cial  question? 

MR.  PRIESTLEY:  Bo, 


• 
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THE  CHAIRMAN:  The  point  I  am  putting  relates' purely 
to  financial  matters;  that  has  not  been  considered? 

MR.  PRIESTLEY:  I  would  not  say  it  has  not  been  con- 
sidered . 

THE  CBklWM:  But  to  the  extent  of  enabling  you  to 
formulate  any  plan? 

MR.  PRIESTLEY:  No. 

LORD  ASHFIELD:  It  may  be  described  then  as  an  ex- 
pression of  opinion  on  the  part  of  this  organization,  not 
supported  by  any  detailed  examination  of  the  financial  con- 
sequences of  such  a  step? 

MR.  PRIESTLEY:  Yes.  It  is  obvious,  I  think,  that 
farmers  organizations  are  not  in  a  position  to  conduct  the 
exhaustive  inquiry  necessary. 

LORD  ASHFIELD :  Quite  so. 

SIR  JOSEPH  FLaVEELE:  Referring:  to  that  part  of  your 
memorandum  as  to  the  canalization  of  the  national  Railway 
system  had  you  in  mind  that  on  the  $1, 258, 000, 000, which  you 
speak  of  as  being  the  funded  and  other  indebtedness,  no 
interest  charge  is  made  in  showing  deficits  in  operation, 
and  that  the  amount  which  it  is  costing  the  government  is 
simply  that  represented  by  the  interest  which  they  pay  on 
bonds.plus  the  actual  loss  on  operating  the  railway,  if  there 
be  any.    The  interest  on  the  remaining  capitalization, which 
yen  ask  should  be  cancelled,  is  as  far  as  the  actual  money 
charged  against  the  railway  is  concerned  a  mere  fiction. 
It  is  the  interest  on  the  twelve  hundred  million  dollars  odd 
approximately  $60,000,000  a  year,  that  the  government  ass™es| 
they  do  not  assume  the  other.     They  have  already  contributed 
somewhat  to  the  other  by  contributions  to  the  railway  systems 
when  under  construction.    Was  your  organization  aware  of  that, 
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MR.  PRIESTLEY:  We  are  .not  making  any  representations 
as  to  writing  off  the  interest  charges  with  respect  to  the 
bonded  indebtedness  and  so  on.    As  the  Commission    I  am 
sure  is  well  aware,   the  facts  have  been  somewhat  sketchily 
set  forth  with  respect  to  these  things.  We  have  had  only 
a,  few  days  to  gather  our  information,   chiefly  from  press 
sources,   largely  from  the  speech  of  Dr.  Hani on,  and  we  are 
not  in  a  position  to  sum  up  all  the  facts  in  regard  to  the 
r ai lway  s  i  t  ua  1 1 on . 

THE  CHAIRMAN:  Mr.  Priestley,  would  you  care  to 
supplement  your  written  representation  by  anything  further? 

MR.  PRIESTLEY:  Ho  thank  you,  sir. 

THE  CHAIRMAN" :  We  are  very  much  obliged  to  you,  Mr. 
Priestley.     Your  memorandum  will  be  duly  considered. 
(Ax  11.50  a.  m.  the  Commission  adjourned). 
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4-v,      u  n  The  Ro^al  Commission  appointed  to  inquire  into 
the  whole  problem  of  transportation  in  Canada,  particu- 
larly in  relation  to  railways,   shipping  and  communica- 
tion facilities  therein,  having  regard  to  present  condi- 
^?n\a^  ^  Probable  future  developments  of  the  country 
met  at  the  Parliament  Buildings,  Edmonton,  Alberta,  on 
Tuesday,  December  15,   1931.  9 
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Parliament  Buildings,  Edmonton, 
Tuesday,  December  15  ,1931. 

MORNING  SESSION 
The  Commission  met  at  9.40  a.m. 

HON.  J.  E.  BROWNLEE  (Premier  and  Provincial  Secre- 
tary):    Mr.  Justice  Duff,  we  have  not  prepared  any  parti- 
cular programme;  we  did  not  know  what  the  wishes  of  the 
Commission  might  be  in  meeting  the  Government.      We  shall 
be  very  glad  to  furnish  the  members  of  the  Commission  with 
any  specific  information  they  may  wish  to  obtain,  and  if 
you  would  like  us  to  express  an  opinion  on  the  general  pro- 
blem we  shall  do  the  very  best  we  can.      We  did  not  know 
what  your  plans  might  be  or  what  purpose  you  had  in  mind  in 
meeting  the  provincial  governments. 

THE  CHAIRMAN:     Well,  Mr.  Prime  Minister,  our  desire 
of  course  is  to  hear  from  you  and  the  members  of  the  Govern- 
ment as  to  the  views  you  have  with  regard  to  the  general 
problem,  and  also  as  to  any  specific  matters  in  relation 
thereto  that  you  would  like  to  bring  to  our  attention.  I 
think  the  most  convenient  course,  at  the  outset  at  all 
events,  would  be  that  you  should  express  any  views  you  have 
with  regard  to  these  matters,  either  broadly  or  specifically 

MR.  BROWNLEE:      Well,  Mr.  Justice  Duff  and  Commiss- 
ioners, we  have  not  prepared  any  formal  statement,  although 
I  shall  be  glad  to  embody  in  a  written  submission  anything 
I  may  say  this  morning. 

In  the  first  place  I  should  like  to  extend  to  you 
and  your  fellow  Commissioners  a  very  cordial  welcome  to  the 
province.      There  are  two  points  I  might  mention  that  are 
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perhaps  somewhat  peculiar  to  this  province.        The  first  is 
that  we  are  probably  the  only  province  in  Canada  in  which 
there  is  now  in  existence  a  type  of  cooperative  effort  be- 
tween the  two  transcontinental  railway  systems  that  might 
serve  as  some  indication  of  the  manner  in  which  some  of  the 
problems  of  the  two  railway  companies  in  Canada  could  be  met 
elsewhere • 

As  you  probably  remember,  we  were  faced  some  years 
ago  with  a  premature  development  of  railway  facilities  to  the 
far  north  of  this  province.      The  map  which  you  see  before 
you  shows  the  settled  area  to  the  south  and  the  great  un- 
developed area  of  the  province  in  the  north.       Much  ahead  of 
any  real  necessity,  a  railway  line  was  extended  by  private 
interests  into  the  northwest  in  an  easterly  direction  to 
Fort  Mc Murray,  designed  ultimately  to  open  up  the  northwest 
territories,  and  another  line  was  extended  north  and  north- 
easterly to  open  up  what  is  now  known  as  the  Peace  River 
country.      The  private  companies,  as  has  happened  elsewhere 
in  Canada,   finding  themselves  unable  to  finance  the  opera- 
tion of  those  roads,  went  into  liquidation,  and  after  first 
of  all  attempting  to  carry  on  the  operation  by  leasing  the 
roads  to  the  Canadian  Pacific  Railway  Company,  the  provin- 
cial Government  was  forced  to  take  them  over.  Operating 
them  for  a  time  we  finally  completed  a  sale  not  to  either 
of  the  railway  companies  separately  but  to  the  two  trans- 
continental railways,  who  formed  a  separate  joint  operat- 
ing company  known  as  the  Northern  Railway  Companies  of 
Alberta,  and  so  far  as  we  have  since  been  able  to  see,  the 
operation  of  those  lines  by  the  two  railway  companies  has 
been  perfectly  satisfactory.        The  only  question  that  does 
remain  to  be  solved  so  far  as  the  future  is  concerned  is 
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whether  or  not,  when  the  question  is  finally  dealt  with  as 
to  the  necessity  of  a  Pacific  coast  outlet,  an  agreement  can 
be  reached  between  the  two  as  to  what  the  proper  line  should 
be  . 

THE  CHAIRMAN:    With  regard  to  the  operating  company, 
the  constitution  of  that  was  determined  by  the  Canadian 
National  and  the  Canadian  Pacific  themselves? 

MR.  BROWNLEE:     Yes  sir. 

THE  CHAIRMAN :     Privately,  without  any  intervention 
on  the  part  of  the  Government? 

MR.  BROWNLEE:     Yes  sir,  we  had  nothing  whatever  to 
do  with  it.      Probably  the  only  influence  we  may  have  had 
was    .along  the  line  of  bringing  the  necessity  for  joint 
action  to  rather  an  acute  stage  and  forcing  the  two  railway 
companies  to  come  together  and  to  agree  upon  an  arrangement 
for  joint  operation.      How  the  traffic  is  divided  1  do  not 
know,  but  I  understand  that  in  a  general  way  the  trains  are 
operated  by  the  company  as  a  joint  company  and  that  the 
freight  traffic  originating    in  that  territory  is  appor- 
tioned between  the  two  transcontinentals  as  far  as  the 
eastern  haul  is  concerned.      But  my  main  point  is  that  they 
have  been  able  to  get  together  in  what  is  a  type  of  the 
difficulty  that  confronts  the  two  railway  companies  in  other 
parts  of  Canada.      So  far  as  the  local  people  are  concerned, 
up  to  the  present  time  the  operation  has  been  perfectly  sat- 
isfactory, although  I  am  bound  to  say  that  when  the  scheme 
was  first  conceived  there  was  a  considerable  amount  of  sus- 
picion in  Alberta  as  to  whether  or  not  you  could  have  a 
satisfactory  joint  arrangement  between  two  companies,  one 
of  which  was  a  publicly  owned  railway  and  the  other  a  pri- 
vate corporation. 
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The  other  thing  peculiar  to  this  province  is  that 
possibly  Alberta  is  as  free  as  any  province  in  Canada  from 
over-lapping  services  so  far  as  the  two  transcontinental 
railways  are  concerned.        You  will  probably  find  from  your 
examination  in  Alberta  that  the  only  possibly  over-lapping 
is  in  the  terminal  situation  in  Edmonton  and  Calgary,  and  I 
do  not  think  the  provincial  Government  would  attempt  to  say 
that  there  was  overlapping  there  -  that  is,  whether  any 
real  economy  could  be  effected  by  trying  to  have  joint  ter- 
minals in  those  cities.       In  Edmonton  the  Canadian  National 
has  the  strategic  position  so  far  as  terminal  is  concerned, 
with  their  station  in  the  central  part  of  the  town;  in  Cal- 
gary the  Canadian  Pacific  has  the  strategic  position.  Any. 
thing  that  is  worked  out  along  the  line    of  joint  terminals 
should,  I  think,  take  into  consideration  the  situation  in  the 
two  cities  and  dearth  the  matter  in  a  fair  way.        So  far 
as  I  know,  the  only! other  instance  of  over-lapping  is  m  the 
line  of  railway  that  extends  from  Red  Deer  westward  to  Rocky 
Mountain  House  to  open  up  the  coal  fielda  ln  the  Nordegg  ^ 
trict;     the  Canadian  National  and  the  Canadian  Pacific  do 
both  start  from  Red  Deer  going  westward,  and  the  two  lines 
parallel  one  another,  but  it  is  a  comparatively  short  line, 

I  think  some  sixtv  miles        Tf-  -i  „  „r,^  -u 

^3  mixes.      it  is  only  a  branch  line,  so 

that  it  is  not  a  serious  question. 

THE  CHAIRMAN :     It  was  suggested  -  not  by  either  of 
the  railway  companies,  but  from  outside  -  that  there  was 
some  duplication  in  the  Drumheller  coal  district. 

MR.  BROWNLEE:    I  am  bound  to  say,  Mr.  Justice  Buff, 
that  is  one  line  I  have  not  personally  investigated,  and  I 
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do  not  know  whether  the  other  Ministers  have  any  feeling  on 
that  point  or  not. 

Now,  in  presenting  our  views  as  a  government  on  the 
general  railway  problem  in  Canada,  we  realize  that  we  are 
speaking  as  rank  amateurs.      The  problem  is  very,  very  great, 
involving  as  it  does  the  whole  consideration  of  the  finan- 
cial condition  facing  not  only  Canada  but  the  world,  and  we 
have  to  speak  with  a  realization  of  the  very  little  know- 
ledge we  have,  after  all,  of  the  magnitude  of  the  problem. 
I  am  quite  sure,  too,  that  in  what  I  have  to  say  there  will 
be  repetition  of  what  you  have  already  heard,  but  I  take  it 
that  the  greatest  service  we  can  render  this  Commission  in 
dealing  with  the  extremely  difficult  problem  you  are  facing 
is  to  tell  you  frankly,  without  prejudice  or  bias,  to  such 
extent  as  we  can,  what  we  find  are  some  of  the  general  pro- 
blems surrounding  the  question.      First  of  all,  therefore,  I 
shall  make  some  general  observations  by  way  of  background  to 
any  suggestion  we  have  to  make  in  conclusion. 

The  first  general  observation  I  have  to  make  is  that 
any  proposed  solution  of  the  railway  problem  which  makes  it 
certain  that  the  whole  railway  question  will  become  a  poli- 
tical issue  of  first  magnitude  in  Canada  should  be  avoided 
if  possible.      I  personally  fear,  and  I  believe  my  views  are 
shared  by  the  other  Ministers,  that  the  groundwork  has  al- 
ready been  fairly  well  laid  for  such  an  issue  by  the  rather 
unfortunate  events  leading  up  to  the  appointment  of  this 
Commission,  notwithstanding  the  fact  that  everybody  in 
Canada  realizes  that  the  personnel  of  this  Commission  is 
such  that  it  will  face  the  problem  as  free  from  any  of  these 
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considerations  as  possible.      The  personnel  of  the  Commission, 
I  may  say,  is  something  that  we  consider  a  very  fortunate 
thing  for  Canada. 

The  attacks  on  the  Canadian  National  Railway  at  the 
last  session  of  the  Dominion  House  -  contrary,  I  am  sure, 
to  the  wishes  of  the  Dominion  Government  -  followed  by  the 
persistent  propaganda  that  has  taken  place,  largely  in  cer- 
tain financial  oircles  both  in  Canada  and  the  United  States, 
have,  I  fear,  aroused  a  very  great  deal  of  suspicion  in  the ' 
public  mind  that  advantage  is  to  be  taken  of  the  present 
financial  crisis  to  end  the  Canadian  public  ownership  of 
railways.      You  will  understand,  Mr.  Justice  Duff,  that 
when  1  make  that  statement  it  is  in  order  that  I  may  do  what 
I  conceive  to  be  my  duty  ..  to  make  it  as  clear  as  possible 
that  I  think  that  suspicion  was  unfortunately  created  in  the 
public  mind  and  that  it  is  something  which  I  believe  cannot 
be  entirely  disregarded  in  facing  the  whole  problem. 

Then  I  suggest,  too,  that  the  average  citizen  may 
not  fully  appreciate  the  financial  difficulties  of  the 

Dominion  Government;  we  will  take  f„ 

"J-±±  saice  that  for  granted.  This 

provincial  Government  does  not  fully  appreciate  the  diffi- 
culties of  the  Dominion  Government>  although  ag  ^ 
of  a  recent  trip  to  eastern  Canada  perhaps  I  am  in  the  posi- 
tion of  having  fallen  a  prey  to  some  of  the  propaganda  and 
may  have  an  unduly  pessimistic  view  of  the  difficulties  of 
the  Dominion  Government .      But  I  submit  that  the  average 
citizen  cannot  to-day  be  fully  sei2ed  of  the  seriousness  of 
this  position  simply  by  the  continued  repetition  of  the 
amount  of  capital  invested  in  the  Canadian  National  Railway 
or  the  annual  less  computed  on  the  basis  of  the  total  interest 
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charge.        In  other  words,  sir,  I  think  the  time  has  corns 
when  we  have  to  get  away  from  the  arguments  made  in  the  past 
which  refer  simply  to  the  total  investment  in  those  national 
railways  and  the  amount  of  interest  charged  and  therefore 
the  assumed  annual  loss  which  the    Dominion  Government  is 
facing.      We  have  tc  get  down  to  something  which  appeals 
to  the  public  mind  as  a  little  more  reasonable  and  a  little 
more  in  the  nature  of  common  sense.      Mr.  Average  Citizen 
knows  just  as  well  as  any  one  of  us  around  this  table  what 
the  whole  history  of  the  promotion  of  the  Canadian  National 
and  the  Grand  Trunk  Pacific  has  been.      He  knows  also  the 
complete  story  of  their  failure,  in  general  terms  if  not 
in  detail.      He  knows  that  the  Canadian  National  Railways 
to-day  as  a  public  utility  should  not  be  loaded  with  a  very 
substantial  part  of  the  debt  that  is  being  charged  against 
it  and  therefore  of  the  annual  interest  load.      He  knows 
that  in  any  form  of  amalgamation  that  human  brains  can  con- 
ceive,  the  Dominion  Government  will  not  be  relieved  of 
that  burden;  they  will  not  be  relieved  of  a  very  considerable 
part  of  it.      He  knows,  for  example,  that  if  the  Canadian 
Pacific  were  to  take  over  entirely  the  Canadian  National, 
or  if  any  amalgamation  were  to  take  place  along  another 
line  which  I  understand  is  being  promoted  in  some  quarters, 
the  Canadian  National  would  not  go  into  such  amalgamation 
on  the  basis  of  the  present  assumed  capitalization;  that 
a  very  large  part  of  that  capitalization  must  inevitably 
be  written  off.      What  he  wants  to  know  to-day  in  arriving 
at  a  conclusion  as  to  the  fairness  of  any  proposed  solu- 
tion is  what  proportion  of  that  debt  is  going  to  be  carried 
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by  the  Dominion  Government  for  all  time  to  oome,  as  a  pubxic 
debt  towards  which  the  taxpayers  of  Canada  must  make  their 
contribution  in  carrying  the  annual  interest  charges,  just 
as  this  province,  when  we  faced  the  northern  railway  situa- 
tion and  finally  sold  to  the  two  railways,  had  to  write  off 
some  $12,000,000  as  a  dead  loss  to  the  province,  with  the 
result  that  the  taxpayers  have  to  make  whatever  contribution 
is  necessary  in  that  regard,  paying  an  annual  interest  charge 
year  by  year  and  building  up  a  sinking  fund  that  will  ulti- 
mately retire  that  debt.      So  I  suggest  that  a  great  benefit 
would  be  conferred  upon  the  Canadian  public  if  some  effort 
were  made  to  enlighten  them  with  regard  to  the  position  in 
which  the  Dominion  Government  will  really  find  itaelf  under 
any  proposed  amalgamation,  the  proportion  of  the  debt  they 
will  have  to  bear  and,  from  that,  what  after  all  would  be 
the  saving  involved  in  the  solution  proposed. 

My  next  suggestion  is  that  any  proposed  solution  of 
the  railway  problem  cannot  be  based  entirely  on  the  emergency 
of  the  present  financial  situation  in  Canada  and  the  world,  " 
however  urgent  may  be  that  necessity,  hut  must  have  in  mini 
the  future  of  Canada;  and  I  submit  that  from  the  standpoint 
of  the  future  developnent  of  Canada  there  is  plenty  of  room 
in  this  country  for  two  great  railway  systems.      The  6reat 
south  of  Alberta,  at  one  time  considered  to  be  part  of  the 
family  of  western  Canada,  to-day  is  a  very  thinly  settled 
district;   settlement  has  gradually  pushed  into  the  more  ' 
northerly  area,  which  is  to-day  the  thickly  settled  portion 
of  the  province  and  the  most  productive  portion.  This 
section  is  largely  served  by  the  Canadian  National  Railway. 
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while  the  Canadian  Pacific  finds  its  territory  to  the  south. 
Further  up  you  have  the  Peace  River  country,      I  certainly 
will  not  waste  the  time  of  the  Commission  by  telling  you 
anything  about  the  undeveloped  resources  of  this  province  - 
But  if  you  will  refer  to  the  records  taken  by  the  experi- 
mental  station  of  the  Dominion  Government  at  Fort  Vermilion 
over  a  period  of  years,  or  if  you  will  even  get  the  records 
of  the  experimental  station  at  Port  Smith,  you  will  find 
ample  confirmation  of  two  things:  first  of  all,  that  at 
Fort  Vermilion  the  average  temperatures  both  day  and  night 
from  the  1st  of  May  until  the  end  of  October,  which  is  the 
seeding,  growing  and  harvesting  period  in  this  province, 
compare  in  every  way  with  similar  records  kept  by  the  Domin- 
ion station  in  Edmonton,  where  we  have  one  of  our  finest 
agricultural  districts.      You  will  find  there,  too,  a  record 
of  crop  raisings  over  a  period  of  some  eighteen  years,  which 
indicate  that  the  loss  through  frost  or  any  other  act  of  Cod 
is  as  little  as  in  some  parts  here  around  Edmonton.      So  that 
we  feel  there  are  possibilities  of  great  development  in  the 
northern  area,  and,   subject  to  something  I  will  say  towards 
the  end  of  my  remarks,  there  is  ample  room  for  two  great 
railway  corporations  in  Canada.       The  Dominion  Government 
alone,  of  course,  can  say  to  the  people  of  Canada  whether 
the  financial  crisis  of  the  moment  is  so  grave  as  to  make 
it  impossible  to  look  at  this  railway  problem  from  the  stand- 
point of  the  longer  view,  but  we  feel  that  the  future  cannot 
be  overlooked. 

Speaking  from  what  I  believe  to  be  a  knowledge  of  the 
mind  of  the  people  of  western  Canada  with  regard  to  this 
railway  problem,  I  suggest  that  the  people  of  the  west  will 
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support  any  extent  of  cooperative  effort  and  the  elimination 
of  unnecessary  competition,  but  I  do  not  believe  they  will 
accept  any  settlement  which  eliminates  the  Canadian  National 
Railway  as  a  publicly  owned  road,  or  any  amalgamation  that 
results  in  a  monopoly  and  entirely  eliminates  competition, 
unless  that  monopoly  be  a  government  monopoly.      In  other 

words,  if  the  financial  condition  of  Canada  is  such  that  a 
monopoly  could  be  formed  by  the  Government  taking  over  the 
Canadian  Pacific  Railway  Company  -»  we  do  rot  urge  that  as 
a  provincial  government,  because  that  does  involve  the  whole 
question  of  the  credit  of  Canada,  and  we  do  not  presume  to 

speak  on  that  at  the  moment        the  people  of  western  Canada 
would  endorse  that,  and  endorse  it  wholeheartedly,  believ- 
ing it  to  be  along  the  lines  of  the  economic  development  of 
the  future  which  we  believe  is  leading  more  and  more  to  the 
government  operation  of  what  are  after  all  public  utilities 
in  every  sense  of  the  word.      But  short  of  an  amalgamation 
which  would  create  a  government  monopoly  such  as  I  have 
suggested,  I  do  not  believe  the  people  of  the  West  will 
support  any  solution  of  this  railway  problem  effecting  an 
amalgamation  which  results  in  a  monopoly  which  in  their 
opinion  might  be  under  the  control  of  private  interests. 

I  have  already  pointed  out  that  the  great  develop- 
ment in  western  Canada  for  the  future  lies  in  the  northern 
section  and  therefore  in  the  territory  principally  served 
by  the  main  line  of  the  Canadian  National  Railways,   so  that 
potentially  that  main  line  has  a  great  future.      As  I  see  it. 
sir,  there  are  three  possible  solutions  of  this  problem.  The 
first  one  I  do  not  think  anyone  in  Canada  to-day  will  ser- 
iously advocate,   that  is,  the  Canadian  Pacific  taking  over 
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the  Canadian  National;   so  on  that  I  have  no  comment  to  make. 
The  second  involves  the  question  whether  or  not  by  the  for- 
mation of  some  separate  operating  company  with  a  board  of 
directors  jointly  chosen  by  the  Dominion  of  Canada  and  the 
Canadian  Pacific  Railway  these  lines  might  be  taken  over 
and  operated  by  that  joint  company,  leaving,  I  suppose,  the 
present  companies  as  holding  companies. 

THE  CHAIRMAN :     As  owner  companies. 

MR.  BROWNLEE:    As  owning  companies,  yes  sir.  That 
would  involve,  of  course,  the  termination  of  the  public  own- 
ership in  Canada  through  the  Canadian  National.       It  would 
create  a  monopoly  with,  in  my  opinion,  a  constant  suspicion 
on  the  part  of  the  people  of  Canada  ~  speaking  for  the  pro- 
ducers of  grain,  very  largely  -  that  private  interests  were 
the  dominant  factor  in  such  an  amalgamation.       It  would  in- 
volve, of  course,  the  whole  question  of  capitalization,  and 
in  such  a  scheme  I  take  this  opportunity  of  suggesting  that 
one  of  the  things  that  should  be  very  carefully  watched, 
particularly  in  western  Canada,  would  be:  what  is  to  be  done 
with  all  of  the  assets  that  were  given  by  the  Dominion  to 
subsidize  the  building  of  the  Canadian  Pacific  Railway  and 
still  remain  in  the  hands  of  that  company.      Any  cheme 
which  would  simply  put  the  railways  in  such  a  holding  com- 
pany, with  the  Canadian  Pacific  Railway  Company  still  own- 
ing as  a  private  corporation  all  the  unsold  land,  all  the 
unpaid  purchase  price  of  land  that  has  been  sold,  and  the 
very  large  mineral  rights  they  have  in  western  Canada  and 
from  which  they  are  receiving  a  very  substantial  income, 
would,  I  think,  create  a  very  serious  question  in  the  minds 
of  the  western  people. 

THE  CHAIRMAN ;    Do  they  reserve  mineral  rights  in  the 
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ordinary  sales? 

MR.  BROWNLEE :     Yes  sir,  they  do.       In  all  their  sales 
they  re  serve  the  mineral  rights  to  themselves. 

THE  CHAIRMAN :     Under  the  patents  to  the  Canadian 
Pacific  they  got  all  the  mineral  rights? 

MR.  BROWNLEE:  Yes, 

THE  CHAIRMAN:     Precious  metals  as  well? 

MR.  BROWNLEE:     I  believe  not,   sir,  but  I  am  not  sure 
of  that. 

THE  CHAIRMAN:     All  the  base  metals,  and  the  coal? 
MR.  BROWNLEE:     If  you  turn  to  any  annual  statement 
of  the  Canadian  Pacific  Railway  Company  you  will  find  one 
very  significant  item,  and  that  is  that  they  put  in  all 
their  unsold  land  and  all  their  mineral  rights  at  the  sum 
of  one  dollar,  but  they  also  show  an  annual  income  of  sev- 
eral hundred  thousands  of  dollars  from  that  one  dollar. 
That  is  an  item  in  the  balance  sheet  of  the  railway. 

THE  CHAIRMAN:     I  am  afraid  I  did  not  get  your  answer 
to  the  first  question.      Do  they  reserve  the  coals'? 

MR.  BROWNLEE:    Yes,  as  they  sell  the  land  which  they 
themselves  received  with  mineral  rights  they  reserve  those 
mineral  rights  to  themselves.      Forty  per  cert  of  our  pre- 
sent coal  resources  in  this  province  pay  no  royalty  to  the 
Crown.       Forty  per  cent  of  our  mineral  resources,  that  is 
developed  resources,  are  free  from  royalty;  and  it  is  in- 
teresting to  note  that  where  we  as  a  provincial  government 
and  the  Dominion  Government  before  us  charge  only  five  cents 
a  ton  on  coal  royalty,  the  Canadian  Pacific  Railway  Company 
are  operating  their  mines  and  are  obtaining  a  royalty  of 
ten  cents  a  ton. 
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THE  CHAIRMAN:    Their  practice  in  dealing  with  the^r 
coal  lands  is  to  transfer  the  coal  rights  subject  to  a 
royalty? 

MR.  BROWNLEE:     No  sir,  they  reserve  the  coal  land; 
they  make  a  separate  lease.      They  obtained  first  of  all  a 
patent  carrying  all  the  mineral  rights,  then  they  lease  the 
mineral  rights  so  far  as  actual  development  is  concerned 

THE  CHAIRMAN:     They  reserve  the  coal  rights,  then, 
in  dealing  with  the  coal  rights  for  the  purpose  of  develop- 
ment; their  practice  is  to  grant  a  lease  — 

MR.  BROWNLEE •     To  grant  leases  with  a  ten  cent  royal 

ty. 

SIR  JOSEPH  FLAVELLE:    Are  the  oil  rights  also  reserv 

ed? 

MR.  BROWNLEE :     In  exactly  tne  same  way;  and  the  rich 
est  oil  well  we  have  had  in  this  province,  Discovery  well 
No.  4  of  the  Royalite  Oil  Company,  pays  a  .substantial 
royalty  to  the  Canadian  Pacific  Railway  Company. 

COMMISSIONER  LOREE :  What  is  the  ground  of  objection 
to  carrying  out  the  agreement  that  was  made  originally  with 
the  Canadian  Pacific? 

MR.  BROWNLEE:    We  are  not  objecting  to  the  carrying 
out  of  any  agreement  made  with  the  Canadian  Pacific.  We 
are  objecting  and  would  object  to  any  arrangement  new  made 
by  which  under  any  proposed  amalgamation  the  railways  might 
be  turned  over  to  an  operating  company,  which,  in  turn  I 
presume,  from  the  proceeds  of  such  operation  would  pay  its 
dividend  equally  to  the  Government  of  Canada  and  to  the 
Canadian  Pacific,  and  under  which  the  operating  railway 
would  not  have  the  benefit  of  the  lands  and  minerals  that 
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were  given  originally  by  way  of  subsidy,  with  the  result 
that  the  people  of  Canada  would  not  get  any  benefit  what- 
ever from  those  resources.      We  say  that  those  lands  and 
minerals  were  given  to  subsidize  and  to  assist  in  the 
building  of  these  lines,  and  whatever  is  done  with  the  line 
should  carry  with  it  all  that  originally  went  to  subsidize. 

THE  CHAIRMAN:    Do  you  mean  any  more  than  this,  Mr. 
Prime  Minister:  that  these  things  should  be  taken  into 
account  in  any  arrangement  between  the  Government  and  the 
Canadian  Pacific  Railway? 

MR.  BROWNLEE :     Yes,  I  am  suggesting  that  it  is  a  point 
to  be  remembered,  because  it  is  something  that  the  public  will 
watch  very  carefully.       In  what  I  say  here  to-day  I  am  not 
only  expressing  the  views  of  the  provincial  Government  but 
I  am  trying  as  far  as  I  can  to  interpret  to  you  what  would 
be  the  feeling  of  the  people  of  western  Canada,  thinking 
that  is  my  duty. 

The  question  arises,  then,  where  could  possible 
economies  be  made?      I  suppose  first  of  all  there  are  the 
overhead  or  general  office  expenses;  second,  the  operation 
of  the  necessary  shops;  third,  operating  expenses.  With 
all  deference,  and  knowing  how  little  after  all  we  are  able 
to  deal  with  such  a  question  from  the  railway  standpoint,  I 
have  on  behalf  of  the  provincial  Government  ventured  to 
suggest  that  a  third  way  might  be  explored  which  I  believe 
would  carry  with  it  practically  all  the  advantages  of  such 
an  amalgamation,  would  leave  public  opinion  in  Canada  satis- 
fied, and  would  not  arouse  any  political  issue,  which  per- 
sonally I  am  anxious  to  avoid.      I  refer  to  the  question  of 
determining  where  the  economies  can  be  effected,  where  the 
weaknesses  of  our  transcontinental  systems  lie,  and  whether 
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in  those  places  the  whole  problem  cannot  be  met  by  some 
joint  operating  scheme  such  as  was  carried  into  effect  in 
connection  with  our  northern  railways.      Looking  over  Canada 
and  viewing  the  matter  of  course  entirely  from  the  point  of 
view  of  a  layman,  it  seems  to  me  that  the  great  mountain 
section  is  the  first  weakness  in  the  link  and  that  it  must 
involve  tremendous  losses  to  the  two  railways.      I  have 
never  passed  over  the  mountains  without  being  struck  by  the 
fact  that  two  railway  companies  should  be  attempting  to  op- 
erate  passenger  trains  over  two  lines  of  railway,  especially 
from  Kamloops  to  Vancouver,  where  they  go  through  an  un- 
developed country,  and  I  have  wondered  whether  some  such 
arrangement  could  be  effected  as  has  been  made  in  connec 
tion  with  our  northern  lines,  under  which  at  some  point  the 
passenger  trains  of  the  two  railways  could  be  jointly  oper- 
ated. 

THE  CHAIRMAN!    Passenger  trains? 

MR.  BROWNLEE  ;     Passenipr  (-,-.«>  i„„ 

rassenger  trains,  yes  sir,  of  the  two 

railways,  running  on  a  schedule  or  time  table  that  surely 
it  would  be  easy  to  work  out. 

Then  another  thing  that  strikes  a  layman  as  he  passes 
over  Canada  -  at  least  it  strikes  me  -  is  that  as  we  pro- 
ceed eastward  from  Portage  la  Prairie  to  Winnipeg  we  have 
praotioally  parallel  Unes>  and  ^  wlnnipeg  yQu  ^  ^ 

a  great  undeveloped  country  with  an  effort  on  the  part  of 
the  two  railways  to  give  separate  passenger  services  on 
to  the  province  of  Ontario.      Of  course  in  eastern  Canada 
you  have  many  examples  0f  such  competition;  for  instance, 
the  daily  and  nightly  trains  between  Montreal  and  Toronto 
and  Ottawa  and  Toronto,  and  in  many  places  there  is  irrcnense 
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wastage  "because  of  that  overlapping  service.      It  may  be 
that  the  whole  question  of  general  office  expense  would  not 
be  met  as  completely  by  any  such  cooperative  arrangement  as 
by  an  amalgamation,  but  I  would  feel  that  the  matter  of  head 
office  expense  is  after  all  rather  a  small  factor  so  far  as 
the  total  expenditure  of  our  railways  is  concerned.  The 
question  is  whether  or  not  the  problem  of  operating  expend- 
iture  will  be  met  as  clearly  by  such  an  arrangement  as  by 
complete  amalgamation, the  problem    of  terminals  and  the 
whole  question  of  the  operation  of  steamships  and  hotels. 

These  suggestions,  Mr.  Chairman,  are  simply  thrown 
out  to  you;  as  I  say,  I  have  no  doubt  that  they  have  al- 
ready occurred  to  you  and  that  I  am  not  really  giving  you 
any  new  information.        But  I  do  believe  that  along  that 
line  and  that  line  only  can  any  solution  of  our  railway 
problem  in  Canada  be  worked  out  that  will  not  immediately 
create  a  political  issue  of  first  magnitude,  which  I  think 
would  be  most  unfortunate  both  for  the  railways  and  for 
the  ultimate  solution  of  the  whole  question. 

THE  CHAIRMAN :     As  to  the  effect  of  amalgamation  un- 
der government  ownership,  you  do  not  think  that  would  create 

mm  mm 

MR.  BROWNLEE:    Amalgamation  under  government  owner- 
ship would  I  think,  as  I  said  before,  be  accepted  by  Canada. 

THE  CHAIRMAN:     You  think  that  would  not  be  a  politi- 
cal  issue? 

MR.  BROWNLEE:      Well  now,   just  a  minute  -  yes,  it 
will  create  an  issue.        It  will  not  create  an  issue  so  far 
as  western  Canada  is  concerned,  and  I  am  speaking  for  west- 
ern Canada.       I  presume  it  would  create    an  issue  in  some 
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circles  in  eastern  Canada.      While  I  was  originally  an 
eastern  man  I  have  not  lived  in  eastern  Canada  a  sufficient 
length  of  time  during  the  past  twenty-fxve  years  to  form  any 
opinion  as  to  how  serious  that  issue  would  be  in  that  part  of 
the  country.      But  I  can  venture  to  interpret  the  mind  of  the 
Westerner,  at  least  through  from  Winnipeg  to  the  mountains, 
and  as  far  as  the  three  prairie  provinces  are  concerned  there 
would  be  no  issue  if  that  solution  were  adopted.      I  believe 
you  have  that  confirmed  by  those  who  spoke  for  the  farmers' 
organizations  of  the  three  provinces,  and  I  am  sure  you  will 
have  it  confirmed  to-day  by  the  labour  organizations,  and 
those  two  organizations  are  the  two  dominant  interests  in 
western  Canada. 

COMMISSIONER  LOKEE :      How  do  these  two  organizations 
compare  in  size? 

MR.  BROWNI£E:      The  three  prairie  provinoes,  sir, 
are  very  largely  agricultural.      Just  what  percentage  of  our 
population  throughout  the  three  provinces  is  agricultural  and 
what  urban  I  cannot  say,  but  I  think  I  am  safe  in  saying  that 
a  minimum  of  sixty  per  cent  of  the  population  of  the  three 
provinces  is  rural.        Those  who  spoke  to  you  in  Calgary, 
therefore,  as  representing  the  rural  population  spoke  for 
that  sixty  per  cent,  and  of  the  balance  a  very  substantial 
percentage  would  be  represented  by  the  labour  organizations. 
I  would  say  that  in  receiving  the  representations  of  these 
two  organizations  you  have  easily  the  opinion  of  from  seventy- 
five  to  eighty  per  cent  of  the  people  of  western  Canada.  In- 
cidentally may  I  add  that  outside  of  these  two  organizations 
I  believe  there  is  a  very  substantial  body  of  public  opinion 
in  our  cities  and  towns  in  western  Canada  who  look  on  this 
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question  in  exactly  the  same  way  as  the  farmers  and  repre- 
sentatives of  labour  do. 

THE  CHAIRMAN :    Has  the  concrete  suggestion  you  have 
made  as  to  meeting  the  railway  situation  as  a  whole  along  the 
lines  of  the  arrangement  in  Alberta  in  regard  to  the  northern 
railways  been  the  subject  of  discussion  at  all? 

MR.  BROWNLEE :     I  could  not  say  that,  sir,   for  the 
simple  reason  that  until  the  past  year  this  question  has  not 
been  forced  upon  the  public  mind  in  such  a  way  as  to  create 
such  a  discussion. 

THE  CHAIRMAN:     But  you  and  your  ministers  have  con- 
sidered it? 

MR.  BROWNLEE:     We  have  considered  it  very  carefully, 
and  believing  that  we  understand  the  attitude  of  mind  of  the 
agricultural  section,  of  the  labour  section,  and  also  of  many 
in  the  towns,  we  are  venturing  to  make  that  statement. 

Just  here,  sir,  before  I  proceed  to  deal  with  the  two 
questions  with  which  I  shall  conclude,  I  should  like  to  say 
that  in  our  opinion  there  has  been  in  past  years  a  very  sub- 
stantial expenditure  by  both  railways  that  should  now  be  de- 
finitely eliminated.      1  speak  of  the  expenditure  in  main- 
taining organizations  overseas  for  immigration  and  coloniza- 
tion.     How  large  an  expenditure  that  involves  I  do  not  know; 
it  must 'be  substantial,  but  we  are  confident  that  the  time  has 
passed  in  Canada  when  there  is  any  necessity  for  any  effort 
on  the  part  of  the  transcontinental  railways  to  encourage 
immigration  to  western  Canada.        We  are  definitely  opposed 
to  it.      We  believe  that  a  very  substantial  part  of  our  un- 
employment problem  to-day  is  the  result  of  both  these  com- 
panies bringing  into  western  Canada  what  they  believed  to  be 
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cheap  labour  for  the  railways.      They  are  here  to-day;  they 
have  not  had  the  work  that  was  promised  them,  and  they  are  on 
our  hands . 

THE  CHAIRMAN :    Do  you  mean  that  for  the  most  part  the 
people  who  are  brought  in  are  unsuitable  for  agricultural 
development  ? 

MR.  BROWNLEE :    Yes  sir,  entirely  unsuitable  for  agri- 
cultural development,  were  not  brought  here  as  agriculturists, 
were  brought  here  to  work  on  the  railways.      We  have  had  esti- 
mates made  of  the  number  of  unemployed  that  were  in  this  city 
of  Edmonton  last  year;  it  was  a  large  number,  and  I  believe 
the  same  condition  will  apply  this  year.      In  the  city  of 
Edmonton  nearly  eighty  per  cent  of  the  unemployed  on  our 
hands,  several  thousands,  were  Europeans  who  had  been  brought 
to  Canada  in  comparatively  recent  years.      As  a  government 
we  opposed  that  three  years  ago,  and  we  have  tried  ever  since 
to  have  the  practice  stopped.      We  are  expressing  our  con- 
viction  to-day  that  all  efforts  on  the  part  of  the  railways 
to  maintain  immigration  and  colonization  offices  in  differ- 
ent parts  of  Europe  should  cease,  and  that  if  the  time  'comes 
that  we  want  to  open  the  doors  again,  the  agencies  of  the 
Dominion  Government  will  take  care  of  any  immigration  necessi- 
ties- the  railways  should  be  entirely  eliminated  from  that 
field. 

LORD  ASHFIELD:     Is  that  not  rather  a  matter  for  the 
national  government,  Mr.  Prime  Minister? 

MR.  BROWNLEE:     It  may  be,   sir.       The  only  reason  I 
mention  it  here  is  that  you  are  interested  as  a  Commission  in 
a  solution  of  the  financial  difficulties  of  the  railways,  and 
I  suggest  this  as  a  place  where  in  my  opinion  a  large  saving 
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could  be  made.      I  have  to  leave  it,  of  course,  to  the  Com- 
mission as  to  whether  or  not  the  scope  of  their  inquiry  is 
sufficiently  -.vide  that  they  would  wish  to  make  any  comment  on 
that . 

I  do  not  know  whether  your  inquiry  leads  you  to  any 
consideration  of  the  Peace  River  outlet  to  the  Pacific. 

THE  CHAIRMAN:    We  have  been  hearing  representations 
with  regard  to  that,  and  we  shall  be  glad  to  hear  from  you. 

MR.  BROWNLEE ;    All  I  win  say  is  this:  so  far  as  our 
provincial  government  is  concerned  we  would  not  say  that  there 
is  such  a  necessity  for  that  outlet  that  in  a  time  of  finan- 
cial difficulty  the  matter  should  become  an  urgent  one.  We 
do  believe  that  what  is  far  more  urgent  is  that  there  should 
be  a  moderate  expansion  of  branch  lines  in  order  that  the  rail- 
ways  may  secure  the  full  benefit  of  the  potential  development 
that  is  there  and  the  settlement  that  has  gone  in.  Settle- 
ment has  gone  into  the  Peace  River  country  to  a  very  large 
extent  in  districts  fifty  or  sixty  miles  from  any  railway, 
and  as  a  provincial  government  we  urge  very  strongly  that 'the 
small  expenditure  necessary  to  provide  branch  lines  to  enable 
those  who  have  gone  in  to  develop  their  holdings  and  to  make 
a  contribution  will  be  far  wiser  at  the  moment  than  any  coast 
outlet. 

THE  CHAIRMAN:    Has  the  provincial  government  any  pro- 
gramme of  road  building  into  that  territory? 

MR.  BROWNLEE:     Oh  yes,  we  have  built  a  main  highway 
from  Edmonton  through  to  the  Peace  River  district,  and  we 
have  carried  on  to  the  extent  of  our  financial  ability  the 
same  programme  of  local  road  construction  that  we  have  under- 
taken in  the  rest  of  the  province.      For  example,  take  the 
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Battle  River  district,  one  of  the  districts  I  referred 
to  a  moment  ago,  where  settlers  who  have  gone  in  are  as  much 
as  sixty  miles  from  the  nearest  railway  line  at  Grimshaw. 
We  have  already  put  through,  not  a  gravel  road,  but  a  first 
class  road  into  that  territory.      But  in  this  day  and  genera- 
tion, with  the  price  of  wheat  what  it  is,  farmers  cannot  de- 
velop holdings  if  they  have  to  transport  their  grain  sixty 
miles  over  a  road  in  order  to  get  to  rail  transportation;  it 
cannot  be  done.      The  result  is  that  in  all  these  districts 
up  there  the  people  will  be  merely  subsisting,  with  a  very 
small  proportion  of  their  holdings  under  crop,  until  such 
time  as  a  branch  line  will  enable  them  to  get  their  grain 
out  at  reasonable  cost.      When  that  time  comes,  and  not  until 
then,  they  will  develop  their  holdings  the  same  as  the  people 
around  here.      Inasmuch  as  we  took  our  road  in  there  much 
earlier  than  was  ordinarily  considered  wise  in  settlements 
of  that  kind,  we  believe  the  same  principle  should  apply  in 
respect  of  our  railroads  ~  that  it  is  good  business  to  make 
the  investment  very  early  in  the  history  of  land  settlement 
in  order  to  provide  facilities  and  encourage  development 
rather  than  to  adhere  strictly  to  what  might  be  considered 
a  proper  attitude  so  far  as  branch  lines  are  concerned. 

In  regard  to  truck  traffic,  which  I  believe  is  one  of 
the  questions  your  Commission  wish  to  consider,  we  have  that 
problem  in  Alberta,  and  we  have  it  in  a  very  difficult  form. 
This  province  is  many  miles  from  north  to  south.      Whm  I 
tell  you  that  our  main  highway  north  to  south  is  well  over 
six  hundred  miles  long  -  is  it  not,  Mr.  McPherson? 

mr.  Mcpherson :  Yes. 
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MR.  BROWNLEE ;     When  I  tell  you  that  our  highways 
east  and  west  have  a  mileage  of  two  hundred  miles  any  way, 
and  there  are  six  or  seven  of  them,  and  that  our  population 
is  721,000,  you  will  see  that  the  problem  of  giving  highway 
service  is  a  most  difficult  one,  and  that  regulating  bus  and 
freight  traffic  over  those  highways  is  equally  difficult. 
We  venture  the  opinion  that  the  question  of  bus  and  freight 
traffic  cannot  be  considered  from  the  standpoint  of  its 
effect  upon  our  railways.       If  it  is  on  a  fair  basis,   if  it 
is  one  of  the  national  economic  developments  of  the  future, 
then  it  must  go  ahead  regardless  of  its  effect  upon  railways, 
We  are  quite  prepared,  however,  to  concede  this  point:  that 
bus  and  freight  traffic   should  be  upon  such  a  basis  as  to 
make  its  proper  contribution  to  the  cost  of  maintaining  the 
roadbed  upon  which  it  operates .        With  the  other  provinces 
we  have  been  studying  that  problem,  and  at  the  session  of 
the  legislature  this  year  we  will  very  greatly  increase  the 
rates  hitherto  paid,  particularly  by  freight  vehicles.  We 
believe  we  are  reasonably  sound  so  far  as  the  licensing  of 
our  bus  traffic  is  concerned,  but  In  common  with  the  other 
provinces  we  believe  we  still  have  to  go  some  distance  be- 
fore we  make  our  freight  vehicles  pay  their  proper  contri- 
bution to  road  maintenance,, 

SIR  JOSEPH  FLAVELLEj     What  is  your  tariff? 
MR.  BROWNLEE;     I  have  asked  one  of  our  officials  to 
bring  down  a  statement  shewing  not  only  the  pre  sen"  tariff 
but  also  the  number  of  vehicles  that  are  operating  and  the 
tariff  which  we  are  considering  for  the  coming  session,  We 
shall  be  glad  to  give  that  to  the  Commission. 

I  believe  the  question  has  been  considered  by  some 
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whether  the  provincial  governments  should  not  join  with  the 
Dominion  government  in  some  constitutional  amendment  which 
would  place  this  type  of  traffic  under  the  Dominion  govern- 
ment, say  under  a  board  like  the  Board  of  Railway  Commission- 
ers.     We  have  serious  doubt  as  to  the  wisdom  of  such  a  pro- 
posal; and  I  hope  I  can  say,  Mr.  Justice  Duff,  that  in  making 
that  statement  we  are  not  simply  jealous  of  provincial  rights. 
As  you  will  recall  from  your  experience  upon  the  Supreme 
Court  bench,  in  some  of  the  contests  that  have  recently 
taken  place  we  have  not  appeared  as  a  province,  particularly 
in  the  insurance  controversy,  because  we  felt  that  that  was 
a  field  that  was  essentially  one  for  the  Dominion;  so  I  am 
not  suggesting  this  from  the  standpoint  at  all  of  provincial 
rights.      It  does  seem  to  me,  however,  that  the  whole  ques- 
tion of  distances,  of  density  of  population,  of  amount  of 
traffic  -  all  these  thing,  are  items  which  must  enter  into 
the  calculation  of  any  proper  rate  schedule,  and  we  do  not 

throughout  the  whole  country  in  that  respect. 
THE  CHAIRMAN:    Uniform  treatment? 
MR.  BROWNEEE ;    Uniform  treatment.      It  seems  to  me 

that  a  body  like  the  Board  of  Railway  Commissioners  would 
function  in  this  respect  only  if  the  traffic  were  on  the  s, 
basis  as  railway  traffic  in  respect  to  which  uniform  rates 
could  he  adopted.      We  do  believe  that  the  whole  effort  of 
provincial  governments  should  be  directed  to  preventing  dis- 
criminatory rates  on  the  part  of  these  carriers  and  ensuring 
the  fixing  of  rates  which  are  fair  and  reasonable.  The 
present  situation  is  very  unhealthy  where  we  have  cutthroat 
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competition.      We  believe  that  through  our  public  utility 

boards,  working  somehwat  in  cooperation  one  with  another,  we 
can 

THE  CHAIRMAN :    Tou  are  speaking  now  of  interprovin- 
cial  cooperation? 

MR.  BROWNLEE :    Yes    -  we  can  reach  the  same  end  that 
might  be  reached  by  the  Board  of  Railway  Commissioners. 

We  have  a  feeling  as  a  government  that  the  railways 
themselves  have  been  very  dilatory  in  facing  this  problem  - 
it  may  be,  of  course,  that  again  we  are  speaking  without  the 
knowledge  which  the  executives  of  the  railway  companies  them- 
selves have.      I  know  that  so  far  as  this  Government  is  con- 
cerned we  would  from  the  beginning  have  been  glad  to  give  the 
railways  the  first  refusal  of  any  license  that  we  might  issue 
where  our  highways  parallel  the  railways.      From  Calgary  to 
Banff,  for  instance,  a  great  tourist  road,  it  is  inevitable 
that  many  people  should  prefer  to  travel  by  bus  rather  than 
by  rail.        „e  believe  the  Canadlan  ^  ^ 

in  the  Brewster  company;  it  may  be  that  that  interest  is 
sufficient  for  their  purposes,  but  when  it  comes  to  a  road 
such  as  that  between  Calgary  and  Edmonton,  where  this  traffic 
is  as  inevitable  in  the  future  as  the  rising  of  the  sun  in 
the  heavens,  we  have  not  been  able  to  see  why  the  railway 
companies  themselves  should  not  have  stepped  in  and  obtained 
the  control  of  that  traffic  Just  the  came  as  they  have  con- 
trol  of  the  rail  traffic. 

LORD  ASHFIELDj     I  take  it  ,m,,-->  • 

lalce  xt  your  criticism  applies  to 

the  Canadian  National  as  well  as  the  Canadian  Pacific? 

MR.  BROWNLEE:    Oh  yes  sir,  I  sm  not  discriminating 
at  all  there.      It  may  not  be  a  fair  criticism,  but  it  is 
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just  an  observation  in  passing.      Subject  of  course  to  the 
vested  interests  that  have  been  now  obtained,  on  some  of 
these  routes,  we  would  still,  and  from  my  contact  with  the 
other  governments  of  Canada  I  believe  they  would  also,  be 
quite  prepared  to  give  the  railway  companies  the  preference 
in  obtaining  a  license.      We  are  only  anxious  that  we  shall 
not  put  ourselves  in  the  position  of  creating  an  artificial 
barrier  in  the  way  of  an  economic  development  that  may  be 
inevitable  in  the  future;  so  that  is  the  viewpoint  we  take. 

COMMISSIONER  LOREE :    Do  these  bus  lines  operate  at 
a  profit? 

MR.  BROWNLEE:     Many  of  them  must  be  doing  so,  because 
they  have  been  operating  now  for  two  or  three  years  in  this 
province,  and  if  they  were  not  making  a  profit  I  imagine 
they  would  not  be  still  in  operation.      We  have  very  definite 
restrictions  on  the  number  of  bus  lines  we  will  allow  on  any 
route.      For  example.,  between  Calgary  and  Edmonton  we  have 
given  a  license  to  just  one  firm,  Canadian  Greyhounds,  Limited, 
who  run  two  buses  a  day  between  those  points.      Between  Cal- 
gary and  Banff  we  have  one  line,  the  Brewster  line;  we  have 
allowed  only  one  license  on  that  route.        We  base  our  li- 
cense entirely  on  the  amount  of  traffic  on  the  road,  and 
our  whole  effort  is  to  give  the  public  protection  by  limit- 
ing the  license  to  one  company  as  far  as  possible,   so  that 
they  can  provide  a  proper  type  of  bus  and  give  a  proper 
service. 

COMMISSIONER  LOREE ,     These  vehicles  are  very  perish- 
able; they  have  a  short  life. 
MR.  BROWNLEE:  Yes. 

COMMISSIONER  LOREE :    We  have  not  been  able  as  yet  to 
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find  any  company  that  seemed  to  be  operating  at  a  profit, 
when  proper  allowances  are  made  for  depreciation. 

MR.  BROWNLEE:     It  may  be  so,  and  if  that  is  the  case 
the  problem  will  solve  itself  in  due  course.      But  if  they 
are  making  a  profit,  there  is  a  development  there  that  is 
inevitable  so  far  as  the  future  is  concerned.      The  whole 
point,  as  I  see  it,  looking  at  the  matter  as  fairly  as  I  can 
and  dealing  fairly  with  the  railways,  resolves  itself  into 
the  question:  can  we  legitimately  say  we  are  going  to  base 
our  regulations  on  the  protection  of  the  railways,  or  have 
we  not  gone  as  far  as  we  can  when  we  say  we  will  base  them 
on  the  principle  of  these  vehicles  making  their  proper  con- 
tribution to  the  cost  of  roadbed  maintenance. 

In  conclusion,  sir,  may  I  express  my  appreciation 
of  the  opportunity  you  have  given  us  to  present  such  views 
as  we  have  regarding  this  matter?      Perhaps  in  summing  up 
the  best  service  I  can  render  this  Commission  is  to  try  to 
have  you  understand  that  the  citizens  of  western  Canada  re- 
gard  jealously  the  experiment  in  the  operation  of  the  publicly 
owned  railway,  and  that  they  would  view  with  the  greatest 
suspicion  any  proposed  solution  which  would  eliminate  that 
publicly  owned  line.        A  solution  which  avoids  any  sugges-' 
tion  of  that  nature  will,  I  believe,  make  for  the  greatest 
service  to  Canada,  because  it  will  prevent  the  whole  railway 
question  from  becoming  one  of  very  serious  public  discussion 
-  in  western  Canada  at  least;  I  cannot  speak  for  eastern 
Canada . 

If  there  are  any  questions  you  would  wish  to  ask,  I 
shall  do  my  best  to  answer  them. 

THE  CHAIRMAN:     Before  any  questions  are  put  to  you, 
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Mr.  Prime  Minister,  I  should  like  to  assure  you  that  we 
appreciate  the  opportunity  of  listening  to  your  review  of 
the  situation,  which  will  be  of  the  greatest  value  to  us. 

SIR  JOSEPH  FLAVELLE:    May  I  ask  a  question,  Mr. 
Brownlee,  just  to  get  clearly  your  point  of  view?      As  I 
understand  it,  it  is  that  if  the  principle  at  present  appli- 
cable in  the  case  of  the  Alberta  northern  railways,  with 
joint  operating  service  on  behalf  of  two  corporations,  were 
extended  over  the  whole  of  the  country,  it  would  be  a  mono- 
poly in  railway  transportation,  but  a  monopoly,  you  consider, 
tempered  by  the  fact  that  the  two  properties  continue  to  be 
separately  owned;  and  the  object  of  the  amalgamated  effort 
would  be  service  to  the  public,  a  service  sufficient  but  not 
prompted  by  the  extravagance  incident  to  uncontrolled  com- 
petition.     I3  that  at  the  base  of  your  view  of  a  possible 
solution? 

MR.  BROWNLEE:     I  am  sorry,  Sir  Joseph,  but  I  do  not 
know  that  I  have  got  the  full  significance  of  your  question. 

SIR  JOSEPH  FLAVELLE j    What  you  are  really  suggest- 
ing as  a  possible  basis  for  consideration  is  what  you  are 
doing  here. 

MR.  BROWNLEE:     In  those  parts  of  Canada 

SIR  JOSEPH  FLAVELLE:     It  practically  means  in  all 
parts  of  Canada. 

MR.  BROWNLEE:     No  sir,  I  do  not  suggest  that.  For 
instance,  in  Saskatchewan,  outside  of  possibly  one  little 
thing  you  will  find  in  that  province,  I  think  the  main  rail- 
way lines  are  operating  under  conditions  that  will  be  pro- 
fitable to  them.      The  difficulty  of  our  transcontinental 
lines  does  not  lie  in  the  prairies,  does  not  lie  entirely 
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in  eastern  Canada;  it  lies  in  those  particular  places  where 
in  the  race  of  competition  you  have  unnecessary  duplication. 
I  refer  to  areas  such  as  the  mountain  section,  the  northern 
Ontario  section,  and  lines  down  in  eastern  Canada,  operating 
either  in  entirely  unproductive  territory  over  very  many 
miles,  or  in  productive  territory  but  with  undue  overlapping. 
The  suggestion  is  that  we  centre  our  attention  upon  such 
places  as  these  and  arrange  for  joint  operation,  say  over  the 
mountains  or  through  new  Ontario,  so  that  the  traffic  of 
both  lines  would  be  carried  at  a  minimum  of  cost.  Similarly 
in  eastern  Canada,  where  you  have  four  lines  between  Toronto 
and  Montreal,  a  double  track  of  the  Canadian  National  and 
two  lines  of  the  Canadian  Pacific;  I  think  it  is  admitted  by 
railway  men  themselves  that  one  line  would  carry  all  the 
traffic.      These  are  the  places  where  the  real  problem  of 
our  railways  has  arisen,  and  the  first  step  would  be  to 
see  what  cooperation  can  be  arranged,  and  to  determine 
whether  or  not  after  all  you  would  get  as  far  by  proceeding 
in  that  way  as  you  would  get  by  complete  amalgamation.  Com- 
plete amalgamation  would  force  the  companies  to  operate  in 
this  province  every  line  that  they  are  operating  now,  with 
the  possible  cancellation  of  the  Drumheller  and  Red  Deer- 

Nordegg  line  ,  so  that  there  is  no  reduction  in  operating 
expense • 

SIR  JOSEPH  FLAVELLE :    What  you  really  have  in 
view    la  'simply  that  the  principle  applied  here  would  be 
similarly  applied  in  various  parts  of  the  Dominion  where 
its  application  would  seem  to  be  desirable? 

MR.  BROWNLEE :    Yes  air,  and  that  the  principle  of 
joint  terminals  be  similarly  applied,  and  that  as  far  as 
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steamships  are  concerned  the  companies  should  be  absolutely 
prevented  from  competing  along  that  line.      And  of  course 
the  hotel  situation  we  all  know  is  very  bad. 

LORD  ASHFIELD:    Mr.  Prime  Minister,  as  I  understand 
the  somewhat  tentative  suggestion  you  have  put  forward,  it 
does  involve  the  question  of  joint  operation? 

MR.  BROWNLEE :     Yes,  in  those  places. 
LORD  ASHFIELD:    But  joint  operation  only  in  respect 
of  those  parts  of  the  railway  system  where  the  facilities 
will  admit  of  the  abandonment  of  some  part  of  the  railway, 
and  concentrating  the  operation  of  both  systems  on  what 
might  remain?      Broadly,  that  is  what  you  are  proposing? 

MR.  BROWNLEE:     Yes  sir,  believing  that  any  elimina- 
tion of  services  that  cannot  be  effected  under  such  a  plan 
cannot  be  effected  under  any  amalgamation. 

LORD  ASHFIELD:     Of  course  you  will  understand  that 
underlying  that  proposal  there  is  involved  the  need  for  some 
sort  of  machinery  which  would  become  effective  in  the  event 
of  dispute  between  the  Canadian  National  and  the  Canadian 
Pacific? 

MR.  BROWNLEE:  Yes  sir. 

LORD  ASHFIELD:  I  was  wondering  whether  you  have 
thought  of  that  aspect  of  the  problem. 

MR.  BROWNLEE:    Yes  sir,  we  have. 

LORD  ASHFIELD:    And  how  far  you  have  thought  that 
machinery  might  be  used  to  impose  upon  either  of  these  under- 
takings a  decision  in  the  event  of  disagreement        how  you 
would  deal  with  the  financial  responsibility  consequent  upon 
that.      May  I  put  it  in  another  way,  before  you  answer.  You 
would  in  effect  be  creating  a  monopoly,  because  there  must  be 
some  body  set  up  to  determine  whether  at  any  point  the«e 
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railways  are  being  effectively  worked  as  separate  systems, 
or  whether  they  could  be  more  effectively  worked  by  a  joint 
operation.  Therefore  it  does  seem  to  me  that  what  your  pro- 
posal suggests  is  complete  separation  of  the  control  over  the 
operation  of  these  undertakings  by  a  body  which  would  have  no 
financial  responsibility  for  whatever  their  decision  might  be 
Have  I  made  my  point  clear? 

MR.  BROWNLEE:     Yes  sir,  and  I  would  reply  in  this 
way:  in  the  first  place  my  proposal  does  not  suggest  a  nation 
wide  monopoly  such  as  the  other  suggestion  of  amalgamation 
would.       In  the  great  productive  territories  both  in  the 
east  and  in  the  west,  the  railway  companies  would  operate, 
where  there  are  any  operating,  as  separate  entities,  carrying 
on  exactly  as  they  are  now.      But  you  take  the  map  and  you 
block  out     certain  areas  where  admittedly  there  is  loss  in 
operation,  admittedly  there  is  no  room  for  the  two  railway 
companies  to  operate,  and  it  is  there  that  some  scheme  of 
joint  operation  should  be  worked  out.      I  realize,  of  course, 
that  in  respect  to  such  lines  as  those  between  Toronto  and 
Montreal  the  question  would  naturally  arise  as  to  what  lines 
are  to  be  used  and  what  lines  are  to  be  abandoned.  There 
is  only  one  answer  that  we  can  make  to  that.      In  the  west 
we  have  been  entirely  satisfied  with  the  experiment     of  hav- 
ing matters  of  that  kind  in  dispute  settled  by  a  provincial 
board  known  as  our  Public  Utilities  Board.      It  does  seem 
to  me  that  in  the  event  of  any  question  arising,  the  Board 
of  Railway  Commissioners,  strengthened,  if  necessary,  could 
act  as  a  board  of  arbitration,  with  its  decision  binding  on 
the  two  railways.      But  I  do  not  carry  that  to  the  point  of 
suggesting  that  that  board  is  going  to  dictate  the  policies 
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Of  the  two  railways  outside  of  those  areas  where  the  principle 
Of  joint  operation  should  he  applied  for  the  elimination  of 
expense . 

THE  CHAIRMAN :    And  then  only  to  the  determination  of 

disputes . 

MP. .  BROWNLEE:  Yes. 

THE  CHAIRMAN j     In  your  Northern  Alberta  Railways  the 
thing  is  preceded  by  voluntary  agreement. 

MRa  BROWNLEE :     So  far  no  question  has  been  raised  at 
all  that  has  led  to  any  necessity  of  invoking  such  a  board. 

LORD  ASHPIELDs     You  will  appreciate,  Mr.  Prime  Minis- 
ter, and  I  know  it  is  not  necessary  to  make  this  observation, 
that  this  Commission  has  to  review  the  problem  not  only  in  re- 
lation  to  the  present  financial  position  but  also  having  in 
mind  the  future,      The  incidence  of  traffic  changes  very 

frequently:  you  have  given  an  illustrator  ^ 

t>     o«  an  i-iub  o-l  a  aor  Oj.  it  _n  your  own 

province,  where  in  past  years  -he  traffic  was  more  dense  in 
the  southern  part  as  compared  with  the  northern  section  than 
it  is  to-day.        It  seemed  to  me  when  you  made  that  statement 
it  did  suggest  a  real  difficulty  for  the  future:  that  the 
Canadian  Pacific,   situated  in  the  southern  part  and  finding 
that  territory  gradually  diminishing  in  economic  value  and 
being  replaced  by  the  richer  lands  of  the  north.,  served  by 
what  we  should  describe  as  a  competing  railway  ,  might  wish 
to  venture  into  that  territory  with  its  branch  lines  in  order 
to  protect  itself  in  relation  to  the  changed  circumstances  as 
they  developed  year  by  year.       So  it   seems  to  me  you  find 
yourself  in  that  very  complicated  position  of  having  to  deal 
with  railway  problems  arising  day  by  day,  in  relation  not 
only  to  the  railway  operation  itself  but  also  to  hotels, 
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steamships,  telegraphs,  publicity  —  every  element  that 
enters  into  the  successful  operation  of  a  great  railway 
undertaking.      I  am  only  now  thinking  out  aloud  for  the 
purpose  of  getting  your  views  on  the  matter  which  are  immen- 
sely valuable  to  us.       It  would  seem  to  me  that  we  should 
find  ourselves  in  the  position  of  creating  a  body  which 
would  have  to  take  an  ever  widening  interest  in  the  railway 
problem  and  would  really  be  substituting  that  kind  of  manage- 
ment for  that  of  the  railways  themselves. 

MR.  BROWNLEE:     Again  may  I  say  that  in  the  most 
humble  way  we  can  simply  venture  our  opinion;  it  may  be 
entirely  unsound.      I  cannot  repeat  too  often  or  too  em- 
phatically that  we  are  speaking  quite  as  amateurs. 

THE  CHAIRMAN:     You  will  understand  that  we  are  most 
anxious  to  have  your  views,  Mr.   Prime  Minister,  notwith- 
standing your  modesty. 

MR.  BROWNLEE:    Again,  sir,  we  have  made  in  this 
province  a  further  experiment  that  has  worked  quite  success- 
fully with  competing  companies.      We  have  the  Calgary  Power 
Company  with  its  transmission  lines  furnishing  power  to  a 
very  definite  section  of  the  people,  and  we  have  another 
utility  also  carrying  power.      We  realized  some  time  ago 
that  it  would  be  the  most  disastrous  thing  that  could  happen 
to  our  people  should  these  two  lines  start  to  encroach  on 
one  another's  territory  and  should  there  be  an  unprofitable 
duplication  of  lines.      We  did  not  think  it  advisable  to 
try  to  force  any  amalgamation,  and  our  province  was  not  in 
a  position  financially  to  do  what  our  people  would  like  us 
to  hs.vo  done,  namely  to  take  them  over  as  a  public  inter- 
prise.        We  therefore  adopted  the  expedient  of  empowering 
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our  Public  Utilities  Board,  with  a  judge  as  chairman  and 
competent  business  men  included  in  its  personnel,  to  lay  out 
certain  territories  that  would  be  a  logical  field  of  develop 
ment  for  these  rival  enterprises.      The  result  is  that  to- 
day if  one  of  these  utility  bodies  wishes  to  go  in  to  a 
certain  point  to  develop  its  lines  it  has  to  go  before  that 
Board.      The  Board  examines  the  question  whether  that  town 
can  best  be  served  by  the  one  or  by  the  other;  it  gives  its 
permission  accordingly,  and  the  development  can  only  then 
take  place.      Since  that  was  passed  some  years  ago  we  have 
not  had  a  word  from  any  municipality;  we  have  not  had  any 
difficulty.      We  realize  that  every  scheme  that  may  be 
suggested  has  its  weaknesses,  but  we  believe  that  that  does 
not  offer  any  insuperable  difficulty.       It  may  be  that  in 
some  cases  it  would  be  wise  to  do  as  I  believe  they  do  in 
England  ~  I  speak  subject  to  correction  ~  where  one  rail- 
way company  instead  of  building  a  duplicating  line  can  ob- 
tain at  a  moderate  rate  running  rights 'over  another  line. 
We  in  this  province  could  tell  you  of  a  number  of  cases 
where  a  great  deal  of  unnecessary  expense  has  been  incurred 
simply  because  there  did  not  seem  to  be  any  power  which 
would  give  one  line  the  right  to  operate  a  train  over  anoth- 
er.     An  outstanding  example  is  the  approach  to  this  city. 
The  Canadian  Pacific  Railway  Company,  the  provincial  Govern- 
ment and  the  city  at  very  great  expense  built  that  high  level 
bridge.      The  Canadian  Pacific  has  running  rights  over  it  by 
agreement.      Later  the  Canadian  National  came  along  and 
sought  entry  into  the  city;  for  years  they  tried  to  get 
entry  over  this  line  and  could  not  do  so,  so  finally  they 
had  to  follow  an  unnecessarily  long  route,  build  another 
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bridge  and  enter  the  city  from  another  point.       It  may  be 
that  the  solution  would  lie  along  that  line.       It  may  be 
that  we  would  have  to  come  to  what  some  might  think  was  an 
unwise  thing;  nevertheless  it  has  been  found  to  work.  The 
Board  of  Railway  Commissioners  might  be  empowered  to  allo- 
cate certain  fields  of  dev/elopment  and  thus  prevent  unnece- 
ssary duplication. 

THE  CHAIRMAN:      Your  suggestion  rather  contemplate 
something  of  that  kind. 

MR.  BROWNLEE:     I  believe  it  has  to  be  worked  out 
along  these  lines.       I  am  resting  my  argument  entirely  on 
what  can  be  summed  up  in  this  way:     What  are  the  alterna- 
tives?     What  are  the  weaknesses  of  each  of  these  alterna- 
tives?     Are  our  people  prepared  tc  accept  some  of  these 
alternatives?      To  us  in  western  Canada  amalgamation  under- 
a  publicly  owned  body  would  be  satisfactory.      It  might  not 
be  satisfactory  in  the  east.      Do  we  not  get  as  close  an 
approximation  of  what  might  be  accomplished  under  such 
amalgamation  by  a  scheme  such  as  I  have  suggested?  It 
might  be  temporary  In  its  nature,  but  it  preserves  for  the 
future  our  publicly  owned  system,  and,  if  we  cannot  dc  it 
to-day,  perhaps  at  some  time  in  the  future  if  the  people 
of  Canada  come  to  that  way  of  thinking,  makes  it  much 
easier  to  take  over  the  balance  if  we  should  then  come  to 
the  conclusion    that  complete  public  ownership  would  be 
possible.      Anything  that  to-day  destroys  the  Canadian 
National  as  a  publicly  owned  body  would  in  the  future 
make  the  problem  infinitely  more  difficult  if  in  the 
development  of  our  social  and  economic  ideas  in  Canada  we 
ultimately   -.come  to  the  belief  that  the  railroad  service 
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is  a  public  utility  the  same  as  gas  and  electric  light  and 
that  the  ideal  system  for  us  after  all  is  one  of  public 
ownership.      We  wish  to  have  that  preserved0 

LORD  ASHPIELD:    With  regard  to  road  transport, 
you  dealt  more  particularly  with  the  question  of  passenger 
service.      I  gather  your  view  is  that  without  establishing 
a  monopoly  in  respect  of  the  railways  you  would  encourage 
them  to  develop  that  sort  of  service  supplementary  to  their 
railway  operation? 

MR.  BROWNLEE:    And  freight  where  possible. 
LORD  ASHFIELD:     I  was  going  to  ask  you  a  question 
about  the  freight  services. 

MR.  BROWNLEE:     The  same  theory  would  apply  to  the 

freight. 

LORD  ASHFIELD:     Have  you  thought  about  this  c.es- 
tion  of  individual  ownership  in  respect  of  freight?  I 
was  thinking  more  particularly  of  the  farmer  doing  his  own 
haulage.      Have  you  any  regulation  in  respect  of  the  weights 
of  the  vehicles? 

MR.  BROWNLEE:    So  far  in  this  province  we  have  not 
put  into  effect  any  restrictions  upon  the  farmer  who  simply 
uses    a  feruck  to  take  his  own  grain  to  the  elevator.  We 
do  restrict  him  in  the  matter  of  going  into  any  kind  of 
haulage  as  a  common  carrier.      We  believe  that  the  same 
principles  that  we  have  outlined  as  applying  to  passengers 
should  apply  to  freight.      We  would  be  very  glad  indeed, 
so  far  as  we  are  concerned,  to  give  the  railway  companies, 
especially  in  relation  to  highways  that  parallel  the  rail- 
road,the  first  opportunity  of  getting  control  of  that 
traffic  if  they  find  it  profitable  so  to  do.      If  you  travel 
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from  Calgary  to  Edmonton  you  will  find  there  are  several 
lines  of  very  heavy  freight  vehicles  plying  constantly 
between  those  points. 

SIR  JOSEPH  FLAVELLE:    You  mean  organized  bodies? 

MR.  BROWNLEE:    Yes  sir.      If  that  appears  to  be 
profitable  in  the  future  as  the  province  becomes  more  dense 
ly  settled,  then  this  Government  is  prepared  to  go  this  far 
in  helping  the  railroads:  we  feel  it  would  be  in  the  inter- 
ests of  our  people  that  they  should  have,  under  proper  supe 

vision  of  course,  the  first  opportunity  of  getting  the  ben- 
efit of  such  traffic. 

COMMISSIONER  LOREE :     In  all  the  discussion  I 
have  listened  to  on  this  subject  there  is  one  element  in  • 
it  that  is  never  referred  to.     It  is  said  that  the  ancient 
Hebrews  were  never  allowed  to  pronounce  the  word  "Yahveh," 
and  I  never  hear  anybody  pronounce  the  word  "labour."  I 
have  in  mind  a  railroad  that  is  working  to-day  ~  1930  - 
ten  million  less  man  hours  than  it  worked  in  1913,  the 
year  before  the  war,  and  its  payroll  was  #11,000,000  more. 
In  1930  it    earned  one  per  cent  on  its  stock-  had  the  wages 
been  the  same  as  in  1913  it  would  have  earned  twenty  per 
cent  on  its  stock.      That  is  the  difference  between  poverty 

and  affluence.        Is  that  the  trouble  in  Canada?      Do  we 

all  feel  that  it  is  taboo,  or  what  is  the  situation? 

MR.  BROWNLEE  :     I  am  not  sure,   sir,  that  I  have 

the  significance  of  that  question. 

COMMISSIONER  LOREE:     All  the  money  taken  in  is 

paid  out  through  wages,  and  there  is  nothing  left  fcr  the 

proprietors . 

MR.  BROWNLEE :    Does  that  raise  the  mestion 
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whether  we  believe  there  should  be  an  adjustment  of  wages? 

COMMISSIONER  LOREE :     No,   it  raises  the  question 
whether  you  believe  that  the  real  trouble  with  the  Canadian 
railroads  is  their  wage  scale. 

MR.  BROWNLEE:     That  is  a  question,   sir,  I  would 
be  entirely  unjustified  in  passing  an  opinion  upon,  because 
I  have  not  had  an  opportunity  of  studying  that,  and  pro- 
bably would  not  be  capable  of  coming  to  a  conclusion  if  I 
had.       In  Canada,  as  contrasted  with  the  United  States,  we 
have  our  whole  railway  problem  in  the  hands  of  two  compan- 
ies, with  a  very  large  territory  that  is  highly  productive 
and  with  a  great  opportunity  for  future  development.  I 
believe  that  on  the  whole  in  Canada  we  have  ample  room  for 
two  railways  that  can  pay  a  fair  labour  wage  and  at  the 
same  time  receive  a  fair  income.       I  would  like  to  see  ex- 
plored first  of  all  the  question  whether  the  loss  in  our 
railroads  does  not  lie  in  the  fact  that  we  have  two  rail- 
roads that  are  trying  to  carry  services  over  areas  that 
are  highly  unproductive  and  where  the  expense  of  operation 
must  be  tremendous,  and  that  by  duplication  of  hotel  ser- 
vices and  things  of  that  kind  have  built  up  a  capital 
structure  that  is  eating  into  the  vitals  of  their  whole 
earning  system.      Until  this  is  explored  and  it  is  still 
found  that  the  railroads  cannot  operate,  I  would  not  per- 
sonally --  and  I  believe  I  am  speaking  for  my  ministers 
and  voicing  public  opinion  --  favour  anything  that  would 
take  in  the  provinces  where  there  is  no  competition  and 
bring  all  these  lines  under  one  management  unless  that 
management  happened  to  be  under  government  ownership. 
I  believe  that  if  you  eliminate  competition  in  the  unpro- 
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ductive  territories;   if  you  can  deal  with  the  steamship 
services  so  as  to  make  the  highest  contribution  to  both 
roads  in  a  fair  way;  if  you  deal  with  the  hotel  situation  • - 
I  do  not  know  how  that  can  be  bettered  now,  because  the  in- 
vestment is  there,  but  it  can  be  stopped  so  far  as  the  future 
is  concerned  —  if  you  do  these  things  I  cannot  help  but 
feel  that  you  would  see  a  very  great  difference  in  the  show- 
ing of  our  railroads.      If  I  am  wrong  in  that,  then  of  course 
it  will  have  to  be  considered  whether  even  some  more  drastic 
remedy  will  have  to  be  appliod  than    at  the  moment  we  think 
necessary.      But  if  you  take  the  territory  in  this  province 
and  in  Saskatchewan,   say  the  areas  adjacent  to  our  main 
lines  and  branch  lines,  there  must  be  room  for  profitable 
operation  of  two  companies  in  Canada. 

COMMISSIONER  LOREE :     Unless  the  profits  are  all 
eaten  up  in  wages. 

MR.  BROWNLEE:    Again  2  have  no  answer  to  that, 
because  I  am  not  able  to  make  a  proper  estimate  of  the  per- 
centage of  total  administration  cost. 

SIR  JOSEPH  PLAVELLE:     Might  I  ask  you  this  ques? 
tion  with  respect  to  extensions  into  new  territory?  In 
view  of  the  extent  to  which,  as  a  result  of  the  spirit  of 
adventure,  the  force  of  public  opinion  upon  Parliament  or 
the  force  of  opinion  in  a  given  locality,  branch  lines 
followed  by  more  branch  lines  were  built,  might  it  not  at 
this  time  be  w:orth  while  to  limit  the  movement  of  new  people 
into  unoccupied  territory? 

MR.  BROWNLEE :     I  am  glad  you  mentioned  that,  Sir 
Joseph,  because  we  believe  that  in  this  province  we  have 
made  a  step  along  that  line.      Whan  we  took  over  the  natural 
resources  a  year  ago  last  October  we  had  fully  appreciated 
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in  this  province  that  one  of  our  major  difficulties  arose 
out  of  allowing  settlers  to  go  where  they  would  and  in  try- 
ing to  carry  services  with  them.      If  you  study  our  Land 
Act  introduced  at  the  last  session  of  the  Legislature  you 
will  find  that  we  drew  very  distinct  lines  around  the  areas 
that  are  still  open  for  development.      Those  lines  are  drawn 
in  such  a  way  that  where  settlement  has  already  gone  in  and 
is  in  a  semi-complete  stage  --  that  is,   say  a  certain  amount 
of  land  had  been  taken  up  --  we  felt  we  ought  to  allow  suf- 
ficient development  to  enable  them  to  have  a  community  con- 
solidated that  could  carry  the  services  they  must  carry. 
Beyond  those  lines  we  do  not  allow  any  person  to  go  in  and 
take  up  a  homestead. 

SIR  JOSEPH  FLAVELLE:     That  is  a  complete  answer. 

THE  CHAIRMAN:     Of  course  now  that  the  resources 
have  been  handed  over  to  the  provinces,   that  is  a  matter  of 
provincial  policy., 

MR.  BROWNLEE:     It  is  now,  yes.       If  that  policy 
had  been  adopted  in  this  province  twenty  years  ago  we  would 
be  in  a  much  happier  state  so  far  as  our  general  finances 
are  concerned. 

SIR  JOSEPH  FLAVELLE  s     I  do  not  ask  the  question 
for  the  purpose  of  opening  up  any  controversial  issue,  but 
was  it  not  the  development  of  roads  under  provincial  direc- 
tion that  led  to  settlement  going  in  that  extreme  north 
line? 

MR.  BROWNLEE:  No,  I  would  not  say  that,  sir. 
If  the  homesteaders  had  not  been  allowed  to  go  into  the 
Peace  River  country  first  -- 

SIR  JOSEPH  FLAVELLE:     I  am  thinking  of  the  Alberta 


"  361  -  Mr.  Brownlee 

and  Great  Waterways        was  that  not  really  a  provincial 
de velopment  ? 

MR.  BROWNLEE :     It  was  the  McArthur  private  inter 
est  that  obtained  the  charter,  much  the  same  as  Mackenzie 
and  Mann  obtained  the  charter  for  the  Canadian  Northern. 

SIR  JOSEPH  PLAVELLE  :  That  charter  was  obtained 
within  the  province? 

MR.  BROWNLEE;     Yes . 

SIR  JOSEPH  PLAVELLE;     And  received  provincial 
assistance  ? 

MR.  McPHERSON:     Guraantees  —  $20,000  a  mile. 

MR.  BROWNLEE:     Yes.       Of  course  the  only  access 
into  the  Northwest  Territoties  is  over  that  line.  The 
*ay  will  come  when  that  will  be  a  very  profitable  road, 
but  unfortunately  it  was  premature. 

SIR  JOSEPH  FLAVELLE:     It  was  before  its  time, 

MR.  BROWNLEE:     No  one  knows  better  than  I  do  that 
the  great  danger  in  all  democratic  societies  is  the  over- 
optimism  of  our  people  in  times  of  prosperity  and  the  panic 
that  comes  in  times  of  adversity.       Unfortunately  that  find 
its  reflection  in  governmental  enterprise.       It  equally 
finds  its  reflection  in  private  enterprises,  and  I  do  not 
think  that  the  control  of  our  railway  system  by  private 
enterprise  would  be  a  safeguard  against  that  in  the  future 
any  more  than  would  control  through  some  other  medium  such 
as  a  public  body. 

I  should  like  to  file  with  you,  Mr.  Chairman,  a 
telegram  I  have  just  received  from  the  Grande  Prairie  Board 
of  Trade  on  behalf  of  the  people  of  Grande  Prairie. 

THE  CHAIRMAN :     There  is  one  here  addressed  to 
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myself. 

MR.  BROWNLEE 2     I  have  not  read  it,  but  I  assume 
you  will  find  that  that  telegram  differs  somewhat  from  the 
opinion  that  we  have  expressed.      We  have  not  so  far  been 
able  to  bring  ourselves  in  line  with  the  views  either  of 
the  people  of  Vancouver  or  of  the  people    immediately  at 
Grande  Prairie  that  the  expenditure  on  another  line  of 
railway  through  to  the  Pacific  coast,  so  far  as  this  pro- 
vince is  concerned,  is  a  necessity.      It  may  be  that  the 
development  in  the  northern  part  of  British  Columbia  would 
seem  to  justify  a  line  of  that  kind,  but  we  would  certainly 
emphasize  strongly  that  what  we  conceive  to  be  the  needs 
of  the  Peace  River  country  will  best  be  served  by  branch 
lines  rather  than  by  such  an  extension. 

THE  CHAIRMAN?     You  were  good  enough  to  say,  Mr. 
Prime  Minister,  that  you  might  consider  the  preparation  of 
a  memorandum  which  would  put  with  absolute  precision  your 
views  with  regard  to  the  matters  you  have  discussed.  I 
think  there  would  be  some  advantage  in  that,  if  it  is  not 
asking  too  much  of  you. 

MR.  BROWNLEE:     I  think  I  could  do  that,  sir,  with- 
in  the  next  forty-eight  hours. 

THE  CHAIRMAN:     I  think  it  would  be  of  some  advant- 
age.     .In  the  matter  of  highways,  we  have  an  appointment 
at  eleven  o'clock,  and  it  is  now  a  little  past  that.  Could 
we  meet  a  little  later  the  official  who  is  specially  charg- 
ed with  that? 

MR,  BROWNLEE*    Any  time  you  say,  sir.        Our  whole 
staff  is  at  your  service  to  any  extent  that  it  may  be  of 
use  to  you* 
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THE  CHAIRMAN;     I  have  no  idea  how  long  the  public 
hearing  will  take. 

MR.  BROWNLEE :     I  do  not  think  it  will  take  very 
long.      The  labour  organizations  have  a  memorandum  out- 
lining their  views;  that  can  be  presented  in  fifteen  min- 
utes.     There  may  be  individuals  outside  of  that,  but  I 
fancy  the  whole  hearing  will  not  take  more  than  one  and  a 
half  to  two  hours. 

THE  CHAIRMAN t     Perhaps  after  the  conclusion  of. 

that  hearing,  if  it  suits  your  convenience,  we  will  return 
here . 

MR.  BROWNLEE  ;     If  Mr.  Moxnn  win  lfl. 

mi  .  ivioxon  will  let  me  know  when 

you  are  ready,  arrangements  will  be  made  for  the  Minister 

of  Public  Works  ami  "hie  r^-p*  «4  „n 

3  and  hls  °-flcials  to  meet  you  either  here 

or  uptown. 


The  Commission  adjourned  to  the  Court  House  f 
the  purposes  of  the  public  meeting. 


or 
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The  Commission  resumed  at  the  Macdonald  Hotel  at 

3  p.m. 

THE  CHAIRMAN:  What  do  you  contemplate,  Mr.  McPherson, 
with  regard  to  regulating  the  operation  of  motor  buses  and 
motor  trucks? 

HON.  0.  L.  McPHERSON(Minister  of  Public  Works): 
We  have  at  the  present  time,  Mr.  Chairman,  a  very  complete 
set  of  regulations  covering  the  operation  of  bus^g.  We 
have  some  regulations  on  the  use  of  the  roads,  hut  we  have 
a  very  complete  set  of  regulations  drafted  particularly 
for  the  control  of  truck  traffic. 

THE  CHAIRMAN:  That  is  freight  traffic? 
HON.  MR.  McPHERSON:  Yes.  But  the  Department  of  Public 
Works  handles  that  question  only  insofar  as  it  relates  to 
the  use  of  the  roads,  and  not  as  far  as  revenues  are  con- 
cerned.    Mr.  Trowbridge  is  here  from  the  Provincial  Secre- 
tary's Department  with  information  in  regard  to  the  charges 
placed  on  trucks.     We  have  regulations  drafted  which  will 
control  weight,  use  and  speed. 

THE  CHAIRMAN:  I  think  the  Prime  Minister  kindly  said 
that  you  would  allow  us  to  see  both  the  regulations  that 
are  in  force  and  those  that  you  contemplate  putting  in 
force. 

HON.  Mr.  McPHERSON:  This  is  the  Act  governing  public 
vehicles,  which  takes  into  account  both  freight  and  bus. 
We  control  the  bus  as  far  as  operations  and  taxation  are 
concerned  in  this  department;  but  the  freight  regulations 
will  come  in  the  other  department,  and  Mr.  Trowbridge  I 
presume  has  that  information. 

THE  CHAIRMAN:   This  is  the  statute? 

HON.  MR.  McPHERSON:   Together  with  the  regulations 
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which  are  now  in  force.     The  freight  regulations  I  spoke  of, 
just  as  far  as  the  use  of  the  roads  is  concerned,  have  been 
drafted,  but  they  have  not  been  passed  on  yet. 

THE  SECRETARY:  Mr.  Trowbridge  has  the  figures  on 
maintenance  cost. 

HON.  MR.  McPHERSON:  If  you  want  further  information 
on  buses    I  have  here  the  sheet  showing  the  lines  in  oper- 
ation,  the  actual  mileage  travelled,  and  the  potential 
passenger  miles,  together  with  the  revenues  collected  from 
that  source.     That  is  covering  one  year's  operatioms.  This 
also  shows  the  operation  and  the  charges  that  are  made  on 
the  potential  carrying  capacity  of  the  buses, 

THE  CHAIRMAN :  Do  you  mean  the  license  fee? 
HON.  MR.  McPHERSON:  The  extra  tax  placed  on  buses. 
Wo  impose  a  tax  of  so  much  per  passenger,  or  rather  on  the 
potential  carrying  capacity  of  the  bus  per  mile,  regard- 
less of  the  number  of  passengers  it  carries.    That  is  in 
addition  to  the  ordinary  license  fee  an!  the  gas  tax.  I 
have  particulars  here  showing  the  expenditure  from  annual 
revenues  on  account  of  highways  for  the  fiscal  year  ending 
March  31,  1931.     It  gives  the  cost  of  maintenance  and  grants 
to  municipalities,  and  also  interest  and  sinking  fund,  which 
make  the  total  cost  of  the  province  from  income  account,  or 
from  the  annual  revenue,  for  highways.  That  does  not  take 
into  account  the  capital  charges. 

THE  CHAIRMAN:  I  suppose  those  are  all  motor  routes 
more  or  less? 

HON.  MR.  MCPHERSON:   No,   it  covers  the  entire  province. 
THE  CHAIRMAN:  All  the  highways? 

HON.  MR.  MCPHERSON:  The  entire  province.     We  give 
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grants  to  the  municipalities  and  improvement  districts 
all  over  the  province  on  all  highways  which  go  into  the 
opening  up  of    new  roads.     It  cavers  the  operations  in  the 
entire  province  on  all  roads,  and  that  of  course  is  a  prett 
wide  distribution. 

LORD  ASHFIELD:  How  many  miles  of  road  have  you  in  the 
province? 

HON.  MR.  MCPHERSON:  I  would  say  between  60,000  and 
70,000  miles  of  travelled  road. 

LORD  ASHFIELD:  Are  they  classified? 

HON.  MR.  McPHERSON:  Yes.     Our  main  highway  system 
comprises  2,800  miles.     The  mileage  of  what  we  know  as  the 
secondary  highway  system  is  about  400  at  the  present  time, 
but  we  are  only  classifying  that  type  of  road  as  we 
improve  it.     Our  district  highways  extend  to  about  12,000 
miles. 

LORD  ASHFIELD :  Is  the  classification  of  district  high- 
ways based  upon  construction? 

HON.  MR.  McPHERSON:  No,   the  classification  is  applied 
according  to  use.     They  are  the  more  important  local  roads, 
the  roads  connecting  the  various  communities  and  leading 
into  the  market  centres.        These  we  have  classified  and 
outlined  in  a  system  which  will  make  a  connecting  net- 
work throughout  the  entire  province.     That  applies  to  about 
13,000  miles.     The  remaining  mileage  represents  purely 
local  roads. 

LORD  ASHFIELD:  What  is  the  total  mileage  of  the  roads 
that  might  be  classified  as  roads  available  for  use  by 
motor  traffic? 

HON.  MR.  McPHERSON:  That  would  be  more  or  less  of  a 

guess. 
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LORD  aSHFIELD:  I  am  speaking  of  the  heavier  type  of 
vehicle , 

HON.  MR.  McPHERSON:  I  would  say  probably  40,000  miles 
of  su.cn  roads. 

SIR  JOSEPH  FLaVELLE:  I  suppose  in  the  seasons  when  the 
roads  are  slippery  you  reduce  that  mileage  for  a  temporary 
period? 

HON.  MR.  McPHERSON:  Yes,   in  the  extreme  condition. 

LORD  ASHFIELD;  Do  you  know  what  part  of  the  mileage 
is  now  used  by  licensed  vehicles? 

HON.  MR.  McPHERSON:  That  will  he  shown  on  the  table 
which  is  filed. 

COMMISSIONER  LEMAN:  The  amount  invested  in  roads  by 
the  province  would  be  available,  I  suppose.,  in  the  finan- 
cial returns  made  by  the  government? 

HON.  MR.  McPHERSON :  Only  insofar  as  it  relates  to 
provincial  expenditures.    You  see  we  have  municipalities 
that  are  organized  bodies  with  full  responsibility  for  all 
local  and  district  roads.    The  province  makes  an  annual 
grant  to  the  municipalities  for  road  development,  but  the 
municipality  has  the  full  responsibility,  and  the  major 
portion  of  the  development  of  the  local  roads  has  fallen  on 
the  local  body. 

COMMISSIONER  LEMAN:  Would  your  statistics  give  any 
indication  of  the  capital  invested  by  the  municipalities? 

HON.  MR.  McPHERSON:  I  am  afraid  we  could  not  get  very 
close  to  that.    We  have  during  the  past  few  years  attempted 
to  get  a  pretty  good  line  on  the  expenditure  of  the  muni- 
cipalities, but  that  has  only  been  recently,  and  large  part 
of  the  development  of  course  dates  back  before  any  such 
attempt  was  made,    fhere  is  no  bonded  indebtedness  by  the 
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municipalities  for  road  development. 

SIR  JOSEPH  FLAVELLE:     In  planning  the  new  charges 
which  will  represent  a  tax  upon  those  who  have  motor  or 
truck  licenses,  have  you  had  regard  to  the  carrying  charge 
for  the  roads  which  have  been  improved  for  the  use  of  motor 
traffic  in  addition  to  amortization;  did  you  tie  the  two 
together? 

HON.  MR.  MCPHERSON:  No,  for  the  simple  reason  that 
I  think  you  can  hardly  begin  to  estimate  where  that  motor 
travel  takes  place.    A  large  portion  of  it  is  on  the  local 
roads,  and  that  does  not  relate  to  provincial  expenditure. 
It  is  very  difficult  to  my  mind  to  differentiate. 

SIR  JOSEPH  FLAVELLE:  The  provincial  expenditure  and 
the  resultant  receipts  which  come  from  the  gas  tax  and  li- 
cense fees  go  into  your  regular  revenue? 

HON.  MR.  MePherson:  General  revenue. 

SIR    JOSEPH  FLkVELLE:  Those  are  not  ear-marked  against 
the  roads? 

HON.  MR.  McPHERSON:  No.  The  expenditure  from  annual 
revenues  for  road  purposes  approximates  the  revenue  from 
motor  sources.    There  is  a  very  definite  relationship  in 
practice  but  there  is  no  ear-marked  fund. 

COMMISSIONER  LEM AN :  You  do  not  ear-mark  your  provin- 
cial license  fees? 

HON.  MR.  McPHERSQi-  :  No;  both  the  gas  tax  and  the 
license  fees  go  into  general  revenue. 

LORD  ASHFIELD:  Is  the  license  inter-provincial  or 
limited  to  the  province  itself? 

HON.  MR.  McPHERSON:  It  is  inter-provincial. 

THE  CHAIRMAN:  Intra-provincial? 

HON.  MR.  McPHERSON:  You  mean  they  can  operate 
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throughout  the  Dominion? 
LORD  ASHFIELD:  Yes. 

THE  CHAIRMAN  By  courtesy  one  province  recognizes  the 
licenses  of  the  others. 

HON.  MR.  McPHERSON :  Yes. 

THE  SECRETARY:  Some  of  the  provinces  have  a  thirty 
day  limit. 

CQMMIS.IOJJER  LEMAH:  And  it  varies  from  one  province  t 
the  other. 

HON.  MR.  McPHERSON:  Yes.    Some  provinces  prohibit 
commercial  vehicles  operating  from  other  provinces. 

LORD  ASHFIELD:  That  applies  to  busses  too  in  British 
Columbia . 

HON.  MR.  McPHERSON:  Yes,   I  believe  the  British  Colum- 
bia regulations  call  for  a  separate  license  for  bus  operatic 

LORD  ASHFIELD:  It  is  very  expensive  if  the  trucking 
company  is  working  through  more  than  one  province. 

HON.  MR.  McPHERSON:  Yes,  unless  there  was  some  defin- 
ite working  arrangement. 

THE  CHAIRMAN:  Thank  you,  Mr.  McPherson. 

The  regulation  of  the  freight  vehicles  rests  with  you, 
Mr.  Trowbridge? 

MR.  E.  TROWBRIDGE (  Deputy  Provincial  Secretary):  Yes, 

sir. 

THE  CHAIRMAN:  The  taxes  also? 

MR.  TROWBRIDGE:  The  fees  under  the  Motor  Vehicles  Act, 
and  also  any  special  fees  there  may  be  under  the  Public 
Vehicles  Act.     m  charge  the  regular  license  fee  under  the 
Motor  Vehicles  Act,  plus  a  fee  on  tonnage. 

THE  CHAIRMAN:  The  Motor  Vehicles  Act  covers  both  pas- 
senger and  freight  vehicles,  does  it? 
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MR.  TROWBRIDGE:  No,  the  Motor  Vehicles  Act  covers  the 
regular  license  plate  for  operation  on  the  road,  and  then 
under  the  Public  Vehicles  Act  we  charge  so  much  on  the 
carrying  capacity. 

THE  CHAIRMAN:  You  issue  the  plate  for  trucks  only, 
or  for  buses    as  well? 

MR.  TROWBRIDGE:  And  for  passenger  buses. 
LORD  aSHFIELD:  All  kinds? 
MR.  TROWBRIDGE:  All  kinds. 

THE  CHAIRMAN:  Then  in  addition  to  that  in  the  case  of 
trucks  there  is  a  tonnage  charge? 

MR.  TROWBRIDGE:  Yes.     I  have  a  memo  here  that  sets  out 
*he  scale  under  the  present  regulations.      I  have  also  a 
copy  of  the  regulations  setting  out  the  proposed  new  scale; 
a  statement  as  to  the  revenue  under  the  present  scale  and 
what  we  expect  under  the  other.     I  have  also  copies  of  the 
legislation  and  the  regulations,  together  with  a  compara- 
tive statement  of  all  the  principal  trucks  with  the  revenue 
we  obtain  from  each  now  and  what  we  will  get.    Another  state- 
ment is  attached  of  the  Manitoba,  Ontario  and  other  prov- 
ince's regulations,  and  their  fees-     There  is  also  a  schedule 
of  bond  and  cargo  insurance. 

THE  CHAIRMAN  That  is  to  say,   there  is  obligatory 
insurance? 

MR.  TROWBRIDGE:  Yes. 

THE  CHAIRMAN:  And  bonding? 

MR.  TROWBRIDGE:  We  have  that  in  the  proposed  regu- 
lations. 

THE  CHAIRMAN:  That  is  with  a  view  to  the  protection  of 
the  public? 

MR.  TROWBRIDGE:  Aooounting  for  c.O.D.  orders.  When 
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they  have  a  collection  to  mak;e  some  of  the  truckers  have 
failed  to  turn  it  in.  I  think  this  memo  sets  out  every- 
thing. 

SIR  JOSEPE  FLAVELLE:  The  tonnage  charge  is  not  on  the 
merchandise  it  is  on  the  truck? 

MR.  TROWBRIDGE:  The  carrying  capacity.     In  the  pro- 
posed regulations  we  thought  it  would  be  best  to  specify 
the  gross  weight,  that  is,  the  truck  itself  and  also  the 
carrying  capacity. 

THE  CHAIRMAN :  The  truck  plus  carrying  capacity? 
MR.  TROWBRIDGE:  Yes.  That  would  be  something  along  the 
same  lines  as  Quebec.     Our  fees  will  run  pretty  much  the 
same  as  Manitoba's.     They  charge  $25  for  the  license  up 
to  two  tons  and  $25  for  each  additional  ton.     Ours  will  be 
about  the  same.  Quebec's  is  rather  high. 

LORD  aSHFIELD:  Does  each  province  work  out  and  estab- 
lish its  own  regulations,  with  no  attempt  to  make  them 
uniform  throughout  the  Dominion? 

HON.  MR.  MCPHERSON:  They  may  correspond  very  closely, 
but  each  province  makes  its  own  regulations. 

THE  CHAIRMAN:  But  I  think  the  Prime  Minister  said  this 
morning  you  were  contemplating  consultation  among  the  dif- 
ferent provinces  with  regard  to  these  matters. 

HON.  MR.  MCPHERSON:  As  I  remember  it  he  suggested 
that  an  effort  might  be  made  through  the  public  utility 
bodies  in  each  of  the  provinces. 

THE  CHAIRMAN:  That  was  it  precisely. 

MR.  TROWBRIDGE:  I  might  say  that  Manitoba  and  Saskat- 
chewan   met    to  try  and  arrive  at  some  uniform  regulations. 
They  sent  the  minutes  of  that  meeting  to  our  department  with 
certain  suggestions,  which  we  are  trying  to  follow  in  the 
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proposed  regulations. 

THE  CHAIRMAN:  Have  they  arrived  at  anything  like  a 
common  system? 

MR.  TROWBRIDGE:  They  met  in  Regina.  Then  they  returned 
to  their  respective  places  of  business  and  tried  to  figure 
it  out.    we  have  not  heard  anything  since,  excepting  the 
memorandum  they  sent  me  with  suggestions  on  various  things. 

THE  CHAIRMAN:  AM  you  are  trying  to  adopt  those 
suggestions? 

MR.  TROWBRIDGE:  Yes. 

THE  CHAIRMAN:  That  is,  looking  towards  somethi^  lilce 
a  common  system  throughout  the  prairie  provinces? 

MR.  TROWBRIDGE:  Yes.  They  are  pretty  nearly  all  the 
same  at  present  except  as  to  fees. 

LORD  aSHFIEID:  Are  the  fees  credited  to  a  general  fund? 
MR.  McPHERSON:  They  are  credited  to  general  revenue. 
LORD  aSHFIELB:  They  are  not  ear-marked  for  the  purpose 
of  maintaining  or  building  roads? 

HON.  MR.  McPHERSON:  Hot  at  all. 
THE  CHAIRMAN:  Is  authority  given  to  the  Public 
Utilities  Commission  to  regulate  passenger  and  freight 
charges? 

HON.  MR.  MCPHERSON:  All  applications  of  bus  lines 
for  setting  out  their  schedules  have  to  go  before  the 
Public  Utilities  Commission  to  be  approved  by  them. 

THE  CHAIRMAN:  That  is  a  schedule  of  rates? 

HON.  MR.  McPHERSON:  Yes. 

THE  CHAIRMAN:    Buses  and  trucks  both? 

HON.  MR.  McPHERSON:  No. 

THE  CHAIRMAN:  Not  trucks? 

HON.  MR.  Mcpherson:  The  truck  regulations  are  not  in 
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that  same  tfla  at  the  present  time,  just  the  buses. 

THE  CHAIRMAN:  Are  there  any  rate  regulations  affecting 
trucks? 

HON.  MR.  MoPHERSON:  No.    At  the  present  time  there 
is  Just  an  extra  license  fee  according  to  the  capacity  of 
the  truck.     That  covers  it,  Mr.  Trowbridge? 
MR.  TROWBRIDGE:  Yes. 

THE  CHAIRMAN:  I  am  speaking  of  freight  rates. 
HON.  MR.  MCPHERSON:  There  is  no  regulation. 
THE  CHAIRMAN:  In  your  proposed  regulations  that  sub- 
ject is  not  dealt  with? 

MR.  TROWBRIDGE:  No.  The  department  left  that  blank. 
We  had  reference  to  it.     I  think  the  only  province  that  has 
dealt  with  that  is  Manitoba. 

THE  CHAIRMAN:  The  regulation  of  freight  rates? 
MR.   TROWBRIDGE:  Yes. 

THE  CHAIRMAN:  Does  it  not  fall  within  the  general 
authority  of  the  Public  Utilities  Commission,  or  has  it 
never  been  brought  before  them? 

HON.  MR.  McFxIERSON:   It  is  within  the  authority  of 
course  of  the  province  to  do  that  same  thing. 

THE  CHAIRMAN:  I  am  not  speaking  of  the  province. 
HON.  MR.  MCPHERSON:  These  are  just  referred  to  the 
Public  Utilities  body  as  the  province  sees  fit.     m  drafting 
this  Act  for  the  control  of  buses    I  arranged  that  the 
Public  Utilities  body  would  pass  on  the  rates  schedule. 
THE  CHAIRMAN:  And  that  is  in  the  statute? 
HON.  MR.  MCPHERSON:  Authority  is  given  in  the  statute 
for  referring  it  to  them. 

THE  CHAIRMAN:  It  is  not  in  the  general  statute  de- 
fining the  powers  of  the  Public  Utilities  Commission? 


« 


"  415  -  Mr.  Trowbridge 

HON.  MR.  McPHERSON:  No,  that  is  very  wide,  and  they 
are  taking  over  many  things  that  may  be  specifically  re- 
ferred to  them. 

THE  CHAIRMAN:  They  have  jurisdiction,  but  until  ther 
is  a  specific  direction  the  jurisdiction  does  not  come  int 
operation? 

HON.  MR.  MCPHERSON:  Yes.  Of  course.,  they  have 
a  field  that  they  cover  by  the  general  statute,  but  from 
time  to  time  we  refer  specific  things  to  them. 

SIR  JOSEPH  FL^VELLE:  It  was  stated  this  morning  that 
a  trucking  company  operating  between  Calgary  and  Edmonton 
started  with  a  tariff  rate  higher  than  the  railway  rate, 
but  subsequently  it  was  cut  in  two  by  reason  of  competition 
by  carriers  who  did  not  have  the  same  sort  of  liability  to 
the  government  as  that  company  had.     Have  you  two  types  of 
public  carriers? 

MR.  TROWBRIDGE:  Ho.  We  have  a  class  that  goes  over  a 
schedule  route.     Then  there  are  private  contract  carriers, 
you  might  call  them,  that  occasionally  make  one  cr  two 
trips  a  week  to  Calgary. 

SIR  JOSEPH  FIAVELLE :  It  was  stated  this  morning  that 
the  competition  was  not  between  the  organized  truck  cor- 
poration which  Mr.  Wilson  represented  and  the  railways, 
hut  was  really  between  his  corporation  and  other  truck'oper- 
ators  who  cut  the  rate. 

MR.  TROWBRIDGE:  We  are  jutting  them  all  on  the  same 
°asis  as  to  insurance  and  so  on,  but  not  as  to  rates. 

SIR  JOSEPH  FI AVELEE :  There  is  no  control  effective  as 
yet  as  to  rates? 

MR.  TROWBRIDGE:  Wo.     I  understand  some  of  the  busi- 
ness people  who  complain  will  ask  these  truckers  to  give 
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them  lower  rates. 

HON,  MR.  McPHERSON:  There  is  control  of  passenger 


rates. 


MR.  TROWBRIBGE:  That  is  the  trouble;  we  get  complaints 
from  the  Board  of  Trade,  and  yet  we  have  business  men  con- 
nected   with  the  Board  of  Trade  asking  for  bids  from  the 
truckers  to  get  their  trucking  done  as  cheaply  as  possible. 

HOH.  MR.  MoHffiRSON:  j  might  ada_  Mr.  chairman>  ^ 
the  passenger  rates  are  approximately  the  same  as  the  rail 


rates. 


THE  CHAIRMAN :  The  only  advantage  the  bus  has,  then, 

is  convenience,  going  to  the  door,  so  to  speak. 

HON.  MR.  MCPHERSON:  And  novelty. 

THE  SECRETARY:  Are  the  rat?.  ^  , 

cne  rates  merely  maximum  rates  or 

minimum  rates? 

HON.  MR,  McPHERSON:  Thev  arP 

j- xi  -y  are  specific  rates  that 

have  to  be  adhered  to. 

THE  SECRETARY  what  would  happen  if  one  company 
offered  to  carry  passengers  at  lower  rates? 

HON.  MR.  MCPHERSON:  He  cannot  do  it;  he  is  under  ai_ 
rect  franohise  wUh  the  department  ^  oharge  ^ 

rates  filed  with  and  approved  by  the  Public  Utilities 
Commission. 

TSE  CH™B:  ^  f  one  of  the  terms  of  his 
license? 

HON.  MR.  MCPHERSON:  That  he  charge  the  approved  spec- 
ific  rate. 

THE  CHAIRMAN:  Cancellation  of  his  license  would  be 
a  pretty  severe  penalty,, 

hon.  mr.  Mcpherson-  well   t  +  , 

W&11>  1  later  t00^  authority  under 
the  .  amendment  of  the  Act  that  a  license  mi^t  * 

xxcense  might  be  cancelled 
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at  any  time.     It  is  rather  effective. 

Did  you  want  something  further,  Mr.  Chairman,  in 
regard  to  maintenance  or  construction  costs? 

THE  CHAIRMAN:  We  should  like  to  have  any  information 
that  is  available. 

HO  IT.  MR.  McPEERSOTf:  Mr.  Robertson,  the  Deputy  Min- 
ister of  Public  Works,  has  some  information. 

MR.  J.  D.  ROBERTSON  Deputy  Minister  of  Public  Y/orks): 
The  average  cost  of  standard  earth  grade  is  about  $2,300 
a  mile . 

LORD  ASHFIELD :  That  does  not  include  the  cost  of  the 

land? 

MR.  ROBERTSON:  Yes;  but  we  have  very  little  land  to 
buy,  because  we  follow  the  road  allowances  that  were  vested 
in  the  Crown  originally. 

THE  CHAIRMAN:  The  road  allowances  are  marked  in  the 
original  survey,  and  it  is  very  seldom  that  you  have  to 
purchase  your  right-of-way. 

MR.  ROBERTSON:  Very  seldom.     The  maximum  cost  of 
gravel  surfacing  runs  about  1,300  cubic  yards  per  mile  at 
|3  a  yard  with  a  long  haul,  or  $3,900.    That  is  the  outside 
cost.     The  minimum  is  $1.50  a  yard,  or  $1,900  a  mile,  but 
there  is  very  little  of  it. 

HON.  MR.  McPHERSON:  Probably  about  $3,000  per  mile 

MR.  ROBERTSON:  Would  be  the  average.     That  is  for 
gravel  alone.    The  earth  grade  would  run  between  $5,000  t. 
and  $5,500  possibly,  including  everything. 

HON.  MR.  MePHERSON:  The  completed  road. 

LORD  ASHFIELD:  Is  that  your  best  road? 

HON.  ME.  McPHERSON:  We  have  a  little  better  than  that 
at  the  present  time. 
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SIR  JOSEPH  FLAVELLE:  It  is  a  macadam  road? 
HON.  mr.  MCPHERSON:  Not  macadam,  but  a  bituminous 
treated  gravel. 

SIR  JOSEPH  FLaVELLE :  It  is  what  we  call  in  Ontario 
a  macadam  road? 

HON.  MR.  McPHERSON:  It  is  not  as  high  a  standard 
as  a  macadam  road.     It  is  1,300  yards  of  gravel  placed  on 
the  earth  grade. 

THE  CHAIRMAN:  The  gravei  is  plaeed  Qn  ^  Mpt? 

HON.  ME.  MCPHERSON:  Just  on  the  earth  grade. 

COMMISSIONER  OMAN  :  And  rolled? 

HON.  MR.  MCPHERSON:  No,   just  traffic  packed. 

MR.  ROBERTSON:  We  cover  our  main  traffic  system  with 
gravel,  roughly  1,500  miles. 

HON.  MR.  MCPHERSON:  Including  projects  now  under  way 
with  the  Dominion  government,  at  the  present  time  we  have 
about  2,000  miles  of  gravel. 

SIR  JOSEPH  FLAVELLE:     Then  your  bituminous  surface 
would  be  what? 

HON.  MR.  MCPHERSON:  Only  about  80  miles  of  bituminous 
treated  surface.     f/e  have  been  experimenting  and  did  the 
first  of  it  during  the  past  season.     It  is  residue  from  the 
Imperial  Oil  refinery  and  also  from  the  Wainwright  refiner- 
ies. 

SIR  JOSEPH  FLAVELLE :  Have  you  any  cement  surfaced 
highways? 

HON.  MR.  MCPHERSON:  Ho,  we  have  no  permanent  pave- 
ment at  all  in  the  province  outside  of  the  city  streets. 

SIR  JOSEPH  FLAVELLE:  Your  highway  construction  is 
gravel? 

HQ*.  MR.  McPHERSOF:  With  the  exception  of  this 
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bituminous  treated  top  that  we  have  a  short  mileage  of. 

MR.   ROBERTSON:  The  maintenance  charges  of  course 
depend  entirely  upon  the  volume  of  traffic.  Maintenance 
only  without  replacement  runs  from  $160  to  $360  a  mile  per 
annum. 

SIR,  JOSEPH  FLAVELLE:  Are  you  in  trouble  when  the 
frost  is  coming  out  of  the  roads? 
MR.  ROBERTSON:  No. 

SIR  JOSEPH  FLAVELLE:  You  have  not  any  wet  bottoms? 

MR.  ROBERTSON:  Very  little  trouble,   just  occasionally. 

COMMISSIONER  WEBSTER?  Does  that  include  scraping? 

MR.  ROBERTSON:  That  is  scraping  only.  Replacement 
of  the  material  is  the  big  item. 

COMMISSIONER  WEBSTER:  What  do  you  estimate  as  the 
life  of  your  gravel  roads? 

MR.  ROBERTSON:  Every  two  or  three  years  we  have  to 
replace  about  400  yards  to  the  mile,  depending  entirely  on 
the  volume  of  traffic.     Each  replacement  would  cost  $1,200 
on  the  long  haul  at  $3  a  yard,  or  $600  at  $1.50  a  yard, 
depending  on  where  you  haul  your  material.  Unfortunately 
the  roads  that  carry  the  heaviest  traffic  are  not  close  to 
the  gravel.     That  means  $1,200  for  replacement  every  two 
or  three  years. 

EON.  MR.  McPHERSON:  The  maintenance  of  course  of  the 
dirt  roads  is  very  very  slight  as  compared  with  those 
charges;  that  is  the  big  mileage f 

COMMISSIONER  WEBSTER:  You  do  not  scrape  your  dirt 
roads  each  year  as  you  do  your  gravel? 

HON.  MR.  McPHERSON:  Yes,  but  only  after  a  storm;  it 
is  not  a  continual  operation  as  it  is  with  gravel, 

MR.  ROBERTSON:  On  the  heavy  travelled  roads  the 
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gravel  goes  to  pieces  -  it  has  to  be  scraped  at  least 
three  times  a  week,  and  possibly  every  day,   on  real  heavy 
traffic . 

THE  CHAIRMAN:  You  mean  dense  traffic;  you  are  not 
speaking  of  heavy  vehicles  particularly? 

MR:  ROBERTS  OK":  Ho,  I  mean  dense  traffic,  volume. 

SIR  JOSEPH  FICELLE:  I  suppose  a  certain  amount  of 
gravel  disappears  by  sinking  into  the  dirt  road. 
MR.   ROBERTSON:  And  dust. 

SIR  JOSEPH  FLaVELLE:  Is  it  water-washed  gravel  or 
crushed  stone? 

MR.  ROBERTSON :  It  is  crushed  gravel. 
COMMISSIONER  LEMAN:  You  have  no  pit  gravel? 
MR.  ROBERTS OH:  Yes.  It  is  all  crushed  through  a 
quarter  inch  screen. 

SIR  JOSEPH  FMffiLLE:  That  is  because  it  packs  better, 
I  suppose. 

MR-  ROBERTSON:  It  gives  a  better  surface.     That  is 
all  the  information  I  have,  Mr.  Chairman. 

THE  CHAIRMAN:  We  are  very  much  obliged  to  you,  Mr. 
McPherson,  and  to  your  two  deputy  ministers.    We  have 
received  some  very  interesting  information. 

HON.  MR.  McPHERSOH:  I  did  not  know  just  what  you 
wanted,  and  I  am  sorry  we  have  not  the  information  in 
better  shape. 


At  3.45  p.m.  the  Commission  adjourned. 
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ROYAL  COMMISSION_ON_gAlLWAYS  AND  TRANSPORTATI ON 

The  Royal  Commission  appointed  to  inquire  into 
the  whole  problem  of  transportation  in  Ca™  parti- 

ca  ?o  "faci^  ipiO^t0  Railways,   shipping  and'communi- 
cation  facilities  therein,  having  regard  to  present 
conditions  and  the  probable  future  developments  of 
the  country    met  at  the  Court  House,  Edmonton,  Alberta 
on  Tuesday,  December  15,  1931. 


PRESENT : 

RIGHT  HON.  LYMAN  POORE  DUFF,  P.C.,  Chairman 
RIGHT  HON .  LORD  ASHFIELD 
SIR  JOSEPH  W.  FLAVELLE,  Bart., 
BEAUDRY  LEMAN,  Esq., 
LEONOR  FRESNEL  LOREE,  Esq., 
WALTER  CHARLES  MURRAY,  Esq., 
JOHN  CLARENCE  WEBSTER,  Esq., 


Commissioners 


Arthur  Moxon,  Esq.,  K.C.,  Secretary 

George  W.  Yates,  Esq.,        Assistant  Secretary 

PUBLIC  MEETING 

Representations  were  made  by; 

Mr*  Carl  E.  Berg,  for  the  Edmonton  Trades  and 

Labour  Council  and  the  Alberta 
Federation  of  Labour 

Mr.  J.  Gordon  Wilson  (Wilson  Transit  and  Distri- 
buting Company,  Limited),  for 
the  rural  motor  distributors 

Mr.  W.  S.  Campbell,  Vice  President,  Gaults  Limited, 

Edmonton , 

Mr.  H.  H.  Parlee,  for  the  Industries  Committee, 

Edmonton . 
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Court  House,  Edmonton, 

Tuesday,  December  15,  1931 


:0RNING  SESSION 


The  Commission  met  at  11.30  a.m. 

THE  CHAIRMAN Mr.  Parlee,  we  shall  be  glad  to  hear 
from  you. 

MR.  H.  H.  PARLEE,  K.C.s     Mr.  Chairman,  I  represent 
here  the  Industries  Committee  of  the  City  of  Edmonton, 
which  in  turn  represents  the  Edmonton  City  Council,  the 
Edmonton  Chamber  of  Commerce,  the  Edmonton  Industrial 
Association  and  the  Canadian  Manufacturers'  Association. 
We  desire  to  present  to  the  Commission  two  resolutions 
which  we  think  may  be  of  importance  for  your  consideration. 
The  first  deals  with  the  practice  that  has  prevailed  in  the 
Edmonton  territory  and  in  the  northern  lines  of  having  the 
re-conditioning  and  re- sorvxcln,;  of  cars  and  engines  done 
in  Winnipeg,   some  eight  hundred  miles  distant,  rather  than 
in  the  city  of  Edmonton.      We  apprehend  that  this  work 
might  be  done  much  more  economically  in  the  city  of  Edmon- 
ton than  to  take  it  a  distance  of  eight  hundred  miles.  In 
addition  to  that  we  desire  to  point  out  that  when  the  Cana- 
dian Pacific  Railway  operated  the  Northern  Alberta  lines, 
we  are  informed  and  believe  that  it  was  the  custom  that  all 
cars  and  engines  requiring  repairs  or  re-conditioning  were 
taken  to  the  shops  at  Calgary.      This,  we  believe,  was  not 
only  uneconomical  but  a  vicious  and  selfish  practice.  We 
also  believe  that  the  northern  lines,  now  operated  Jointly 
by  the  Canadian  National  and  the  Canadian  Pacific,  are  con- 
tinuing that  practice  and  that  a  large  portion  of  that  re- 
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pair  work  is  done  through  Edmonton  to  Calgary.-     The  prac- 
tioe  of  the  Canadian  National  in  taking  to  Winnipeg  all 
their  repair  work,  certainly  their  important  repair  work, 
originating  not  only  in  the  Edmonton  territory  but  conside 
ably  west  thereof  is  not  only  uneconomical  but  is  in  disre 
gard  of  an  agreement  which  the  Grand  Trunk  Pacific  entered 
into  with  the  city  of  Edmonton  in  1907.      That  agreement 
will  be  referred  to  in  the  resolution;  you  will  find  it  in 
the  statutes.      Protests  have  been  ^  ^  ^ 

National  Railway  respecting  this  disregard  of  the  rights 
of  the  city  of  Edmonton  under  the  agreement  to  which  1 
have  referred,  but  so  far  without  avail. 

Two  years  ago  I  had  the  privilege,  with  members  of 
a  delegation  from  the  city  of  Edmonton,  to  meet  Sir  Henry 
Thornton  and  Mr.  Hungerford  in  Ottawa  and  lodge  our  pro- 
test at  the  disregard  by  the  Canadian  National  Railway  of 
the  Orand  Trunk  Paciflc  agreement>  &nd  ^  ^ 

and  Mr.  Hungerford  both  stated  that  it  was  more  economical 
to  take  the  equipment  to  Winnipeg  for  repair  and  re-oondi- 
tioning.  With  all  due  respect  to  Sir  Henry  Thornton  and 
Mr.  Hungerford,  it  does  not  appear  credible  to  us  that  it 
oan  be  economical  to  take  repair  work  from  as  far  west  as 
Jasper  through  the  city  of  Edmonton  a  further  distance  of 
eight  hundred  miles  and  have  that  done  at  Winnipeg. 

I  wish  to  read  to  you  a  resolution  passed  by  the 
Industries  Committee  of  Edmonton  as  a  joint  committee  re- 

presenting  the  oreani7-fi^c  t 

&      «  organizations  I  mentioned  at  the  outset. 

It  is  as  follows: 

Whereas  the  whole  railway  problem  of  Canada  is  new 
being  reviewed  and  will  be  considered  in  the  light  of 
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existing  conditions  and  -submissions  made  to  this  Com- 
mission; 

And  whereas  the  city  of  Edmonton  contributed  sub- 
stantially to  the  construction  of  the  Canadian  Northern 
railway  in  the  city  of  Edmonton,  and  the  railway  facili- 
ties employed  in  this  city  in  connection  therewith,  in 
accordance  with  an  agreement  between  the  railway  and  the 
city,  bearing  date  the  19th  day  of  August,  1903; 

And  whereas  the  said  city  has  substantially  contri- 
buted to  the  Grand  Trunk  Pacific  Railway  Company,  in 
accordance  with  an  agreement  made  between  the  city  and 
the  railway  company,  dated  the  6th  day  of  March,  1906,  and 
forming  a  part  of  schedule  "B"  of    .chapter  36  of  the 
statutes  of  Alberta,   1907,  under  which  agreement  the 
said  last  mentioned  railway  undertook  certain  obliga- 
tions, more  particularly  hereinafter  referred  .to ; 

And  whereas  under  the  said  agreement  the  city  paid 
to  the  said  Grand  Trunk  Railway  Company  the  sum  of  one 
hundred  thousand  (^100,000)  dollars;  acquired  for  the 
railway  a  right  of  way  through  the  city;  a  monopoly  in 
a  certain  portion  of  the  city  of  constructing  and  operat- 
ing spur  tracks;  certain  exemptions  from  taxation  and 
other  advantages  and  benefits;  and  in  consideration  there- 
for the  railway  undertook  with  the  city  that  it  would, - 

"erect,  establish  and  permanently 
ftl?ttin  ^PS>  finals,  station, 
inth?n VShe?S  and  Gildings,   so  that 
within  the  location  aforesaid  the 
company  shall  have  its  principal 
shops  on  the  mainline  of  the  company's 

Mani?oh«etWeen  thG  °ity  0f  ^nipeg,7 
Manitoba,   or  such  other  point  as  mtj 

shopfoTth  l0Cati°n  °f  the  ^ 

the   *«MfS   6  COmPany  on  the  east  and 
tne  Pacific  coast  on  the  west." 
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And  whereas  the  city  has,  i„  every  detail,  performed 
its  obligations  to  the  Pacific  Company  under  the  said 
agreement,  but  considers  that  the  Pacific  Company  has 
felled  and  neglected  in  spirit  if  not  in  law  to  perform 
its  obligations  thereunder; 

And  whereas  since  the  execution  of  the  said  agree- 
ment the  said  railways,  now  amalgamated  in  the  Canadian 
National  Railway  System,  have  consistenly  and  continually, 
notwithstanding  many  and  varied  protests  by  the  city,  had 
engines,  cars  and  other  railway  equipment  taken  from  the 
Edmonton  territory  and  from  points  west  of  the  city  to 
their  shops  at  Winnipeg,  a  distance  of  upwards  of  eight 
hundred  miles,  and  there  repaired  and  reconditioned,  which, 

in  the  opinion  of  the  nifv  >,„ 

the  city,  has  not  only  been  uneconomical 

but  in  disregard  of  the  spirit  if  nn+-  n 

spirit  ii  not  the  legal  result  of 

the  foregoing  agreement; 

And  whereas  this  committee  is  credibly  informed  that 
machines  installed  in  the  railway  shops  at  Edmonton  nave 
been  removed  therefrom  and  installed  in  other  shops  of 
"the  company; 

And  whereas  this  committee  is  credibly  informed  that, 
since  the  execution  of  the  foregoing  agreement,  the  shops 
of  the  railway  company  at  Winnipeg  have  been  substantially 
increased  and  large  capital  expenditures  made  thereon; 

And  whereas  this  committee  is  further  credibly  in- 
formed and  believes  that  repair  work  and  reconditioning 
originating  fto.  the  north  lines,  now  Jointly  operated 
by  the  two  railway  companies,  has  been  taken  to  Calgary 
and  Winnipeg  for  re-servicing,  whlch  in  the  opinion  of 
the  city  is  not  only  uneconomical  but  unfair  to  this 
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city; 

And  whereas  in  the  opinion  of  this  committee  the 
portion  of  this  province  in  the  vicinity  of  Edmonton, 
and  also  that  portion  extending  northward  therefrom  will 
in  the  near  future  he  largely  developed,   and  will  require 
the  extension  of  railway  facilities  for  the  marketing  of 
grain  and  other  agricultural  products,  and  to  take  care  of 
what  now  appears  to  be  a  substantial  mineral  production. 

This  committee  therefore  claims  that  the  city  of 
Edmonton  has  not  been  fairly  dealt  with  by  the  railways 
in  their  continued  practice  in  taking  railway  equipment 
from  the  northern  lines  and  from  the  Edmonton  territory 
elsewhere  for  repairing,  re -servicing  and  reconditioning, 
and  believes  that  the  work  can  be  more  economically  per- 
fpwea  in  this  city,  and  further  claims  that  such  prac- 
tice is  in  disregard  of  the  city's  contract  with  the 
Pacific  Company; 

Be  it  therefore  resolved  that  this  committee  requests 
the  Cession  to  examine  the  said  agreement  and  to  make 
inquiries,  independent  of  either  railway  company,  if  suoh 
repair  work,  re-conditioning  and  re-servicing  could  not 
be  more  economically  and  more  quickly  done  in  this  city, 
and  in  addition  thereto  to  find  and  report  that  in  fair- 
ness to  the  city  of  Edmonton  and  in  pursuance  of  the  spirit 
of  the  foregoing  agreement,  all  repair  work  originating  in 
the  northern  lines  and  within  the  territory  adjacent  to 
the  city  of  Edmonton  and  westward,   should  be  done  in  this 
city. 

Be  it  further  resolved  that  this  committee  requests 
the  Commission  to  take  under  advisement  the  development, 
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which  will  probably  take  place  in  the  territory  in  the 
vicinity  of  this  city  and  in  the  territory  north  thereof, 
and  to  consider  the  position  of  this  city  in  respect  of 
future  construction  of  transportation  facilities  in  the 
northern  part  of  this  province. 

The  resolution  is  dated  at  Edmonton  the  14th  day 

of  December,  1931,  and  is  signed  by  the  Secretary  of  the 

Industries  Committee. 

That,  Mr.  Chairman,  is  the  submission  in  that  connec- 
tion. 

I  will  now  pass  on  to  the  consideration  which  these 
various  bodies  have  given  to  the  competition  which  has  aris- 
en by  virtue  of  the  motor  truck  transport  companies.  In 
the  opinion  of  these  bodies,  motor  transport  - 

THE  CHAIRMAN :    You  are  now  speaking  for  all  the 
bodies  you  have  mentioned? 

MR.  PARLEE j    Yes  sir,  for  all  the  bodies.      i„  our 
opinion,  motor    transport  is  a  modern  development  that  is 
here  to  stay;  it  does  answer  a  purpose  and  tends  to  satis- 
fy modern  conditions.      Having  said  that,  however,  we  thor- 
oughly appreciate  that  the  people  of  Canada  have  at  least 
two  billions  of  dollars  invested  in  the  Canadian  National 
Railway  System,  and  are  also  largely  interested,  and  per- 
haps to  an  equal  extent,  in  the  Canadian  Pacific  Railway 
System.      We  recognize  that  while  motor  transport  may  at 
first  sight  be  cheaper,  neverthelessif  the  two  great  railway 
systems  were  seriously  impaired  thereby  and  the  people  of 
Canada  were  called  upon  to  bear  directly  the  obligations  of 
those  two  railway  systems,  what  now  appears  to  be  an  econo- 
mical means  of  transport  might  in  the  end  prove  to  be  ex- 
ceedingly expensive.       We  are  not  unmindful  of  that  con- 
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dition.      We  recognize  that  the  railways  are  the  backbone 
of  any  country,  particularly  of  Canada.      We  recognize  that 
there  are  certain  commodities  that  the  motor  transport  com- 
panies cannot  handle,  and  that  over  long  hauls  motor  trans- 
port cannot  fulfil  the  purpose.      We  recognize  that  the 
railway  companies  are  called  upon  for  regularity  of  ser- 
vice at  all  times  of  the  year  and  under  all  conditions, 
which  cannot  be  fulfilled  by  the  motor  transport  companies. 
So  that,  as  I  have  indicated,  while  at  first  sight  the  motor 
car  transport  may  appear  to  be  cheaper,  we  are  rather  led  to 
believe  it  is  the  most  expensive  transportation  that  there 
is,  having  regard  to  the  necessity  for  the  maintenance  of 
highways  and  the  fact  that  motor  trucks  use  the  highways 
with  little  or  no  charge.      Nevertheless  it  is  our  opinion 
from  our  general  observation  that  any  menace  to  the  railway 
companies  which  has  arisen  from  this  source  is  due  to  the 
railways  themselves:  that  for  the  last  twenty-five  or  thirty 
years  the  railways  have  made  little  or  no  attempt  to  modern- 
ize their  practice  in  order  to  meet  the  modern  conditions 
which  to  a  very  large  extent  are  satisfied  by  motor  trans- 
port service.      So  that  while  we  recognize  the  three  main 
considerations  I  have  laid  down,  and  that  the  railway  com- 
panies ought  to  be  fairly  protected,  we  do  feel  that  this 
condition  would  never  have  arisen,   or  at  least  would  not 
have  become  the  menace  it  is  to-day,  had  the  railway  com- 
panies  taken  the  proper  steps  to  meet  it. 

With  these  preliminary  remarks  I  will  submit  to  you, 
sir,  a  resolution  of  the  Transportation  Committee  of  the 
Chamber  of  Commerce  of  the  city  of  Edmonton,  which  is 
supported  by  these  various  bodies.      The  resolution  reads: 
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Whereas  it  is  generally  recognized  that  motor 
truck  transportation  is  a  serious  competitor  of  the 
railways  in  Canada,  with  the  result  that  the  railroads 
are  being  greatly  affected; 

And  whereas  such  motor  truck  transportation  is  a 
modern  development  and  will  continue  to  exist,  and 
likely  to  increase  rather  than  diminish,  and  does  in 
fact  meet  modern  conditions; 

And  whereas,  however,  it  is  recognized  that  the 
people  of  Canada  have  a  huge  investment  in  one  railway 
system  and  of  necessity  must  have  great  interest  in  the 
other,  both  of  which  would  be  substantially  affected  if 
motor  transportation  is  permitted  to  continue  unregulat- 
ed and  without  proper  restrictions  and  supervision; 

And  whereas,  it  must  be  recognized  that  permanent, 
continued  and  regular  transportation  facilities  are 
in  the  interest  of  all,  and  that  there  are  many  classes 
of  commodities,  which,  from  their  very  nature,  cannot 
possibly  be  handled  except  by  railways; 

And  whereas  it  is  generally  believed  that  motor 
truck  transportation,  as  presently  permitted,  is  pro- 
bably an  expensive  transportation  having  particular  re- 
gard to  the  use  of  highways  by  the  motor  trucks,  who  do 
not  contribute  a  fair  share  to  the  upkeep  of  such  high- 
ways ; 

And  whereas  in  the  opinion  of  this  committee  the 
railway  companies  have  not  sufficiently  modernized  them- 
selves in  giving  service  to  the  public,  particularly  with 
regard  to  short  hauls  and  local  freight,  and  that  the 
railway  management  and  executives  have  neglected  to  take 
proper  steps  to  give  adequate  service  to  the  public  in 
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such  transportation,  and  are  therefore  to  a  considerat le 
degree  responsible  for  the  existing  conditions  and  the 
present  ills  of  the  railways; 

And  whereas  it  is  further  in  the  opinion  of  this 
committee  that  the  railway  companies  should  be  required 
to  reform  their  present  methods  and  to  modernize  their 
facilities,  and  give  more  prompt  and  better  service  to 
the  public; 

And  whereas  it  is  the  opinion  of  this  committee  that 
if  the  railway  companies  had  been  alive  to  the  situation 
and  had  made  reasonable  attempts  to  modernize  their  sys- 
tems, and  to  give  such  prompt  and  adequate  service  to 
the  public,  that  the  competition  of  the  motor  truck 
transportation  as  it  now  exists  would  not  be  as  serious 
as  it  is  at  present;  and  it  is  further  the  opinion  of 
this  committee  that  the  railways  ought  to  be  and  would 
be  able  to  meet  such  competition  if  the  motor  truck 
transportation  were  regulated,   supervised  and  required 
to  contribute  its  fair  share  of  the  use  of  the  public 
highways. 

Be  it  therefore  resolved  that  in  the  event  of  the 
railways  inaugurating  and  putting  into  force  an  adequate 
service  to  meet  modern  demands,  to  the  end  that  more 
prompt  and  effectual  methods  shall  be  inaugurated  to 
handle  freight  and  express  matter,  the  motor  truck 
transportation  should  thereupon  be  supervised  and  their 
tonnage,   speed,  wages  paid  to  employees,  tariffs, 
charges,  and  hours  of  work  be  regulated,  and  that  they 
be  required  to  give  regularity  of  service,  and  charge 
fair  and  proper  rates  for  services  rendered,  such  rates 
being  fixed  having  regard  to  the  rates  that  may  be 
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charged  by  the  railway  companies;  and  in  addition  thau 
such  motor  truck  transportation  shall  pay  a  fair  and 
proper  charge  for  the  use  of  the  public  highways  and 
other  public  facilities  used  by  them,  to  the  end  that 
the  railway  companies  shall  not  be  subjected  to  unfair 
competition,  having  particular  regard  to  the  services 
rendered  by  the  railway  companies  furnishing  transpor- 
tation facilities  throughout  the  whole  of  Canada, 

Having  read  that  resolution,   sir,  I  am  not  unmindful 
of  the  fact  that  we  not  only  enter  upon  the  provincial 
field  but  that  we  cover  the  whole    ;amut  of  constitutional 
law  and  practice  in  Canada,  and  that  difficulties  may  arise 
in  working  out  such  a  recommendation.      But  we  do  believe 
that  a  commission  or  commissions  representing  Canada  and 
the  various  provinces  might  carry  out  in  part  at  least 
the  effect  of  the  resolutions  we  are  submitting  to  your 
body. 

THE  CHAIRMAN ;     You  are  not  actually  making  any 
suggestions  as  to  whence  the  regulation  should  emanate. 

MR,  PARLEEs     I  presume  that  the  regulation  of  motor 
trucks  in  the  province  must  be  by  a  commission  in  the  pro- 
vince.     But  having  in  mind  the  three  considerations  I 
submitted  to  your  body  at  the  commencement,  I  am  sure  the 
provinces  of  Canada  could  cooperate  with  the  Dominion  to 
meet  what  is  now  a  real  menace  to  the  backbone  of  the  coun- 
try, notwithstanding  the  fact  that  in  our  view  the  railway 
companies  themselves  are  very  largely  to  blame, 

I  wish  briefly  to  touch  upon  three  other  things  be- 
fore I  conclude.       For  a  long  time  the  city  of  Edmonton 
pressed  upon  the  two  railway  companies  the  desirability  of 
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agreeing  upon  a  union  station  and  union  facilities  for 
handling  f reight ;  we  believe  that  it  would  "be  economical 
and  would  give  service  to  the  public.      The  railways, 
perhaps  less  now  than  they  did  some  years  ago,  in  our 
submission  have  not  taken  into  consideration  the  good 
opinion  of  the  people  but  are  governed  by  rigid  rules 
that  they  laid  down  some  thirty  or  forty  years  ago.  An 
opportunity  arose  only  two  or  three  years  ago,  when  the 
Canadian  National  railway  erected  a  station  in  this  city, 
for  the  two  great  systems  to  agree  upon  a  union  station 
and  combined  railway  freight  facilities,  but  they  did  not 
do  it.      We  now  suggest  to  this  Commission  that  they 
recommend  to  that  effect,  that  not  only  in  Edmonton,  but 
wherever  possible  union  stations  be  adopted. 

Then  I  am  nsked,  Mr.  Chairman,  to  address  myself 
to  the  question  of  conveying  Alberta  coal  to  Ontario,  and 
this  I  will  do  very  briefly.       Mr.  lvicBain,  for  the  Alberta 
Branch  of  the  Canadian  Coal  Committee,  wrote  to  Sir  Joseph 
Flavelle  under  date  of  December  11,  1931,  and  Sir  Joseph 
no  doubt  has  that  letter. 

SIR  JOSEPH  FLAVELLE s     It  has  been  handed  to  the 
Secretary. 

MR.  PARLEE;     I  would  simply  like  to  point  out  that 
we  have  coal  on  the  extreme  east  and  we  have  coal  in  Alber 
ta  and  on  the  extreme  west.      Now,  one  of  the  members  of 
this  Commission  may  not  approve  of  the  remark  I  am  about 
to  make,  but  if  we  can  produce  our  own  coal  in  Canada 
without  bringing  it  from  the  United  States,  it  might  be 
to  our  advantage.      It  does  seem  to  us  that  the  extreme 
east  and  the  extreme  west 

THE  CHAIRMAN i     I  think,  Mr.  Par lee,  you  may 
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assume  that  the  American  member  of  the  Commission  is  just 

as  anxious  to  consider  these  things  from  the  Canadian  point 

of  view  as  any  of  the  rest  of  us. 

MR.  PARLEEs     I  am  quite  sure  of  that,   sir.       I  do 

submit,  inasmuch  as  Ontario  consumes  4,500,000  tons  of  coal 
a  year,  that  that  might  be  taken  as  produced  in  Canada. 
Not  only  will  this  keep  the  money  in  our  own  country,  but 
at  the  same  time  it  will  afford  freight  for  the  railways. 
The  matter  has  been  clearly  set  out  in  the  letter  addressed 
by  Mr.  McBain  to  Sir  Joseph  Flavelle,  and  I  will  therefore 
not  elaborate  further. 

That  is  all,  sir. 

MR,  CARL  E.  BERG  (Edmonton  Trades  and  Labour  Coun- 
cil; Alberta  Federation  of  Labour):     Mr.  Chairman  and 
Commissioners,   in  presenting  the  brief  for  the  Edmonton 
Trades  and  Labour  Council,   of  which  I  am  president,  I  do 
so  on  behalf  of  over  4,500  members  of  our  trade  union 
movement,  who  have  families  in  this  city  and  a  great  many 
of  whom  are  railway  workers.      Our  executive  have  prepared 
the  following  brief,  which  I  am  requested  to  present  to 
you  ; 

The  Edmonton  Trades  and  Labour  Council  is  inter- 
ested in  two  distinct  phases  of  the  railway  industry 
as  it  affects  the  city  of  Edmonton. 

First,  the  situation  which  has  arisen  through  the 
lack  of  carrying  out  of  an  agreement  existing  between 
the  city  of  Edmonton  and  the  Grand  Trunk  Pacific  Rail- 
way, which  deals  specifically  with  the  providing  and 
maintaining  of  proper  railway  shops  in  this  city  to 
take  care  of  repairs  to  railway  equipment  in  the  Edmon- 
ton district. 
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Secondly,  is  the  unequal  competition  which  has 
arisen  between  the  railroads  and  the  truck  and  bus 
passenger  traffic. 

With  respect  to  the  first  question,  no  doubt  the 
matter  of  economy  may  be  raised,  in  view  of  the  fact 
that  there  are  two  shops  already  established  in  the  city 
of  Winnipeg  to  take  care  of  repair  work  on  the  Canadian 
National  Railway  in  western  Canada.      We  might,  however, 
suggest  that  such  repairs  necessitates  800  miles  haulage 
both  ways  and  therefore  considerable  expense  is  incurr- 
ed by  this  extra  haulage.      Might  we  point  out  that  in 
the  city  of  Calgary  the  Canadian  Pacific  Railway  main- 
tains shops  which  do  a  similar  class  of  work  to  that 
which  is  transported  from  Edmonton  to  Winnipeg  by  the 
Canadian  National  Railways.       It  does  not  seem  that 
this  transference  of  work  from  Edmonton  to  Winnipeg  is 
due  to  inefficiency  upon  the  part  of  the  staff  and  work- 
men who  are  engaged  in  the  C.N.R.   shops  here.       If  such 
an  impression  were  abroad,  it  might  be  pointed  out  that 
the  Edmonton  car  shops  occupy  the  first  position  with 
respect  to  efficiency  over  the  whole  of  the  Canadian 
National  system.      May  we  further  point  out  that  with 
respect  to  efficiency,  that  the  Mechanical  Department 
in  this  city  holds  second  place  over  the  whole  of  the 
national  system. 

The  Edmonton  shops  are  capable  of  making  repairs 
from  Nos.  2  to  6.      However,  we  find  that  some  of  the 
No.  6  repairs  are  being  removed  to  the  city  of  Winnipeg. 
You  will  readily  understand  that  neither  labour  nor  the 
business  men  of  this  city  can  stand  idly  by  and  see  what 
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few  repairs  we  have  had  in  the  past  gradually  diminish- 
ing and  being  transferred  to  Winnipeg.       If  such  a 
practice  continues,  we  are  of  the  opinion  that  event- 
ually these  shops  will  have  to  close  down,  thus  incurring 
a  tremendous  loss  to  both  the  working  men  who  have  in- 
vestments here  and  to  the  various  business  men  who  have 
business  investments  in  this  community  and  who  are  de- 
pendent more  or  less  on  the  payrolls  that  exist  in  our 
community.      We  therefore  request  that  you  give  very 
careful  consideration  to  the  agreement  existing  between 
the  city  of  Edmonton  and  the  Grand  Trunk  Pacific  Rail- 
way.     The  city  of  Edmonton  has  carried  out  its  part 
of  the  agreement  up  to  the  present  in  both  spirit  and 
letter , 

With  respect  to  the  second  phase  of  this  question, 
that  of  motor  transportation,  a  memorandum  with  respect 
to  this  matter  is  being  submitted  by  the  Alberta  Federa- 
tion of  Labour  which  covers  the  main  features  endorsed 
by  labour.      However,  we  would  like  to  add  a  couple  of 
paragraphs  in  this  respect. 

We  would  suggest  that  with  respect  to  the  question 
of  light  transportation  that  has  been  developed  by  the 
use  of  trucks  and  buses,  that  the  railway  companies 
must  assume  considerable  responsibility  for  not  en- 
deavouring to  meet  this  class  of  competition.  The 
railway  companies  are  primarily  organized  for  public 
service,  hence  when  the  public  demands  speedy  and  com- 
fortable transportation,  it  is  the  special  duty  of  the 
railways  to  supply  this  demand,  and  any  company  that 
fails  in  this  respect  must  ultimately  cease  to  exist. 
The  present  public  demand  seems  to  be  in  favour  of  the 
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unit  or  bus  service,  and  we  would  therefore  suggest  that 
very  careful  consideration  he  given  by  this  Commission  to 
the  question  of  having  the  railways  provide  the  methods 
whereby  this  class  of  service  can  be  properly  taken  care 
of. 

It  is  also  our  opinion  that  all  those  taking  part  in 
transportation  for  profit  should  be  brought  under  a  body 
similar  in  character  to  the  Dominion  Railway  Commission 
for  the  purpose  of  public  safety.       Such  a  commission 
would  provide  for  regulating  the  hours  of  labour,  pro- 
viding necessary  traffic  schedules  and  regulating  runn- 
ing schedules  so  that  those  who  are  engaged  in  the  work 
of  handling  passenger  buses  and  freight  trucks,  will  be 
properly  controlled  with  due  regard  to  public  safety. 

The  matter  of  wages  and  other  conditions  have  been 
dealt  with  by  the  Alberta  Federation  of  Labour  and  we 
add  our  endorsement  to  their  memorandum. 

That  is  signed  by  myself  as  President,  and  also  by 
the  Secretary. 

I  have  also  a  memorandum  prepared  by  the  Alberta 
Federation  of  Labour,  which  should  have  been  presented  by 
Mr.  White,  the  President,  and  Mr.  Roper,  the  Secretary, 
but  Mr.  White  is  at  present  sitting  on  the  government 
compensation  committee  and  Mr.  Roper  is  sitting  on  the 
liquor  commission  which  is  in  session  at  the  present  time. 
I  am  therefore  submitting  this  brief  also  for  the  Alberta 
Federation  of  Labour; 

On  behalf  of  the  membership  of  the  International 
Trade  Union  Movement  of  the  province  of  Alberta,  the 
Alberta  Federation  of  Labour,  the  central  body  of 
organized  labour  in  the  province,  desires  to  present 
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to  the  Commission  its  views  with  respect  to  certain 
aspects  of  the  railway  situation. 

In  common  with  organized  labour  in  other  sections  of 
the  Dominion,  and  in  line  with  the  policy  of  the  Trades 
and  Labour  Congress  of  Canada,  the  Federation  would  urge 
the  Commission  to  make  some  recommendation  regarding  the 
regulation  of  motor  transportation  on  highways  with  a 
view  to  eliminating  unfair  competition  with  the  railways. 
Organized  labour's  chief  concern  in  this  matter  is  the 
protection  of  proper  working  conditions,  wages,  hours  of 
labour  and  safety  regulations.      Motor  transportation 
companies  have  the  privilege  of  using  the  public  highways 
built  and  maintained  at  public  expense.      The  very  least 
that  should  be  required  of  them  is  that  they  should  be 
compelled  to  observe  such  standards  of  working  conditions 
hours  of  labour  and  safety  regulations  as  would  tend  to 
eliminate  unfair  competition  with  the  railways  and  rail- 
way workers.       It  is  no  part  of  the  function  of  organized 
Labour  to  interf erewith  progress  in  transportation  faci- 
lities, but  we  do  insist  that  Canadian  living  standards 
shall  not  be  broken  down. 

With  respect  to  the  conduct  of  the  business  of  rail- 
way transportation  in  the  Dominion  of  Canada,  the  trade 
union  movement  in  Alberta  joins  with  organized  labour 
throughout  the  country  in  a  demand  to  the  government  of 
Canada  that  there  shall  be  no  interference  with  the  prin- 
ciple of  public  ownership.       The  Trades  and  Labour  Con- 
gress of  Canada,  expressing  the  viewpoint  of  the  organ- 
ized workers  of  the  Dominion,  is  definitely  on  record  in 
favour  of  "public  ownership  and  control  of  public  utiii- 
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ties  so  as  to  prevent  stock  watering  and  other  forms 
of  over-capitalization  or  prof iteering . "        At  the  1931 
convention  of  the  Congress,  held  in  the  city  of  Van- 
couver in  September,  particular  attention  was  drawn  by 
resolution  to  the  affairs  of  the  Canadian  National  Rail- 
ways and  the  convention  expressed  its  resentment  at  what 
appeared  to  be  a  determined  attempt  in  some  quarters  to 
"undermine  public  opinion  in  respect  to  national  owner- 
ship and  create  difficulties  for  the  management  of  the 
road  by  political  interference." 

The  Commission  will  no  doubt  discover  duplications 
of  service  by  Canadian  railways,  and  it  is  possible 
that  recommendations  will  be  made  by  you  with  respect  to 
such  matters.     Organized  labour  would  urge  that  whatever 
may  be  done  to  adjust  railway  facilities  more  economi- 
cally to  serve  the  needs  of  the  people  of  Canada,  should 
be  done  with  the  object  in  view  of  increasing  rather 
than  lessening  the  measure  of  public  ownership  and  con- 
trol   now  existing.       Organized  labour  will  strongly 
oppose  any  measure  that  has  for  its  effect  the  elimina- 
tion of  transportation  services  given  by  the  national 
road.       If  such  services  are  duplicated  by  private  cor- 
porations, and  it  is  thought  desirable  to  effect  some 
kind  of  consolidation,  organized  labour  strongly  con- 
tends that  such  consolidation  should  be  made  under  the 
management  and  control  of  the  publicly  owned  road. 

Organized  labour  in  Alberta  and  throughout  the 
Dominion  is  not  unmindful  of  the  serious  financial 
position  of  the  railways,  but  we  do  contend  that  over- 
capitalization is  an  important  factor  in  the  diffi- 
culties which  have  become  so  apparent  in  this  period  of 
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depression.      The  Canadian  National  Railway,  particular- 
ly, is  carrying  a  burden  of  capital  obligations  too 
great  to  be  borne,  and  which  was  largely  incurred  when 
the  roads  which  now  comprise  the  government  system  were 
privately  owned  and  operated.      We  trust,  therefore,  that 
the  Commission  will  make  some  recommendations  that  will 
result  in  eliminating  much  of  the  unjust  capital  burden 
carried  by  the  publicly  owned  transportation  system. 
In  any  event  the  trade  union  movement  hopes  that  the 
public  of  Canada  will  be  given  an  opportunity  to  know 
that  financial  difficulties  being  experienced  by  the 
national  railways  do  not  arise  in  any  inherent  failure 
of  the  principle  or  practice  of  public  ownership. 

The  trade  union  movement  is,  of  course,  concerned 
about  the  welfare  of  those  who  find  their  employment 
as  railway  workers.      We  trust  that  in  all  its  find- 
ings the  Commission  will  take  the  interests  of  the 
railway  employees  of  Canada  into  consideration,  and 
that  their  interests  shall  be  fully  safeguarded  in  any 
recommendations  made  to  the  Government. 

That  is  signed  by  the  President  and  Secretary  of 
the  federation. 
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THE  CHAIRMAN:  Thank  you,  Mr.  Berg, 

Mr.  Wilson,  you  desire  to  say  something  on  behalf  of 
the  motor  bus  and  other  transportation  companies.  We  shall 
be  glad  to  hear  you. 

MR.  J.   GORDON  WILSON  (Wilson  Transit  &  Distributing 
Company  Limited  ;  representing  Rural  Motor  Distributors ) • 
Mr.  Chairman,   I  represent  those  motor  freight  trucks  oper- 
ating out  of  a  central  terminal  in  the  City  of  Edmonton  and 
servicing  about  fifty  towns  and  cities  in  northern  and  cen- 
tral Alberta.     They  have  connections  from  Athabasca,  about 
a  hundred  miles  north  of  Edmonton,  to  as  far  south  as 
Lethbridge  in  the  southern  part  of  this  province. 

I  have  listened  to  the  previous  speakers,  and  I  may 
say  at  the  outset  that  I  believe  their  recommendations  have 
a  good  deal  in  common  with  our  own.     I  have,  though,  a  few 
matters  that  I  should  like  to  bring  to  the  attention  of  your 
Commission. 

We  believe  with  the  previous  speakers  that  the  motor 
true*  business  is  here  and  established  to  stay.     This  being 
so,  the  other  transportation  systems  must  recognize  that 
fact.     From  our  own  standpoint  naturally  we  would  not  be  in 
the  business  if  „  dia  not  thini  ^  ^  ^  ^ 

It  is  our  opinion  that  there  are  speoial  functions 
and  spheres  into  which  the  motor  truck  can  be  placed  and 
P-perly  service  the  public.     It  has  its  limitations,  and  we 
-cognize  these.    Ihey  have  been  ^  fey  ^  ^ 

Mr.  Parlee,  the  previous  speaker.      He  stated  the  case  4uite 
clearly. 

We  believe  that  one  of  the  places  where  the  motor 
truck  can  be  economically  operated  is  in  handllne        ^  ^ 

freight  out  of  cities  or  centres  similar-  + 

"es  similar  to  this  city,  but 

within  restricted  arp»«  t 

aieas.     I  W0Uld  not  say  exactly  v,hat  that 
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area  should  be,  but  it  is  probable  that  that  will  be  greatly 
extended  in  the  future  as  road  and  other  conditions  warrant. 

The  services  that  are  being  rendered  at  the  present 
time  by  motor  trucks  in  Alberta  —  where  naturally  we  are 
most  familiar  with  them  —  are  in  some  cases  reliable,  in 
other  cases  not  reliable.     Those  that  are  reliable  are  up 
against  competition  from  the  trucks  themselves,  due  to  the 
fact  that  the  motor  truck  business  is  not  regulated.  The 
provincial  government  has  made  some  partial  attempts  to 
regulate  the  business,  but  without  very  great  success,  and 
at  present  it  is  practically  speaking  a  wide  open  business. 

Just  to  clarify  that,  we  have  in  Alberta  freight 
trucks  operated  as  public  carriers  under  provincial  license 
A.     These  trucks  pay    for  the  license  on  the  basis  of  wheel- 
base  and  tonnage  capacity,  and  accept  the  license  on  the 
understanding  that  they  will  operate  over  definite  routes. 
But  immediately  on  securing  this  license  to  operate  over 
any  specific  route,   the  provincial  government  allows  them 
to  go  on  any  route  within  the  province,  with  the  result 
that  we  have  continuous  over-lapping  and  competition. 
Then  again,  the  provincial  regulations  do  not  insist  on  any 
truck  confining  itself  to  purely  public  carrier  business. 
Any  truck  in  this  province,   outside  of  a  C  license  truck, 
can  carry  almost  identically  the  same  class  of  freight. 

For  those  reasons  today  probably  I  am  not  surprising 
the  officials  of  the  railways  when  I  say  that  we  do  not  re- 
gard the  railways  as  our  competitors  on  most  lines  operating 
out  of  this  city.     The  same  is  true  out  of  the  City  of 
Calgary.     The  railways  cease  to  be  our  competitors  with 
truck  competition  operating  under  lower  class  licenses  than 
the  common  carrier  license  cut  rates  far  below  the  railroad 
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1.  c.  X.  rates.     While  it  is  true  that  the  railways  are  * 
competitors  between  Calgary  and  Edmonton,   they  are  only 
partially  so,  for  the  same  reason,   that  there  being  no  regu 
lation  as  to  rates,   competitive  business  forces *us  in  many 
cases  to  cut  our  rates  below  the  1,  C.  1.  rates  of  the  rail- 
ways . 

While  a  great  deal  can  be  said  against  the  cutting 
of  rates  and  the  competition  that  the  motor  trucks  give  to 
the  railways,  on  the  other  hand  the  railways,  particularly 
between  Calgary  and  Edmonton,  have  been  forced  to  give  back 
to  the  public  a  much  cheaper  rate  on  the  goods  they  are 
hauling  -  one  very  important  reason  why  thif  trucks  are  se- 
curing the  amount  of  trade  they  do  today  on  those  hauls. 
The  railways  have  cut  their  express  rates  between  Calgary  ' 
and  Edmonton  from  $2.15  to  about  60  cents  on  many  classes  of 
freight.    The  result  is  naturally  the  trucks  through  that 
reduction  have  secured  the  moral  support  of  a  good  many  ' 
shippers  in  both  cities. 

We  hear  a  great  deal  about  trucks  using  the  highways 
without  contributing  a  proper  amount  towards  their  upkeep.' 
I  think  the  public  generally  have  a  very  improper  idea  of 
what  we  actually  contribute  to  the  taxation  of  this  prov- 
ince.    I  have  in  mind  that  on  more  than  Qne  ^  ^ 

operate  ourselves  we  contribute  about  $850  direct  to  prov- 
incial taxation  per  year,     m  view  of  the  unrestricted  and 
wide-open  competition  that  we  are  obliged  to  faee,  we  re- 
gard that  as  a  pretty  stiff  tax  at  the  present  time. 
Whether  it  could  be  so  regarded  if  the  business  was  regulated 
would  be  another  question.     These  taxes  are  in  addition  to 
the  retirements  of  the  provincial  government  that  we  pro- 
vide^ ample  cargo  insurance  covering  the  loads. 
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I  might  add  that  in  the  matter  of  cargo  insurance 
the  only  trucks  that  are  required  to  carry  this  in  the  pro- 
vince are  the  class  A  trucks  which,  as  I  have  already  said, 
are  subject  to  the  competition  of  practically  every  other 
class  of  truck  in  the  public  carrier  business.    What  appears 
to  the  provincial  government  to  place  them  in  the  class  as 
public  carriers  is  the  fact  that  they  agree  to  operate  over 
a  specified  route,  and  having  taken  out  that  license  they 
are  required  to  carry  this  protection  for  the  public  who 
use  their  services. 

As  to  employment,  I  think  that  most  men  realize  that 
the  trucks  for  the  amount  of  freight  they  haul  provide  pro- 
portionately a  great  deal  more  employment  than  the  railways 
do.     In  our  own  business  we  find  that  it  requires  approxi- 
mately .633  men  to  move  one  ton  of  freight  between  Calgary 
and  Edmonton.     I  think  the  railways  would  be  a  very  small 
fraction  of  that  amount  of  labour  employed. 

As  to  wages,  I  would  say  that  our  men  are  adequately 
paid  over  most  of  our  lines,  and  naturally  if  the  business 
was  to  be  regulated  we  feel  that  we  have  nothing  to  lose. 
In  fact  we  would  welcome  any  inquiry  into  the  wages  we  pay 
and  the  receipts  that  we  have  from  our  business.  I  might 
add  that  there  are  very  few  trucking  companies  operating  in 
the  province  of  Alberta  who  are  able  to  do  so  at  a  profit  ' 
in  spite  of  the  services  that  they  render,  and  it  has  been 
necessary  in  recent  months  to  discontinue  a  great  many  of 
the  services  that  were  previously  rendered  on  a  regular  basis 
simply  because  of  the  ruinous  competition  that  has  been 
brought  to  bear  on  those  who  were  attempting  to  give  regular 
services  by    the     trucks  to  which  I  have  referred. 

THE  CHAIRMAN:  You  say  at  present  the  services  are 
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unprofitable  to  the  truck  owner,  and  I  think  you  said  in 
opening  that  you  considered  truck  transportation  had  come  to 
stay. 

MRJu  WILSON:  Yes. 

THE  CHaIRMAN:  Perhaps  you  would  explain  how  you  recon- 
cile those  two  statements. 

MR.  WILSOH:   I  reconcile  them  in  this  way,   sir.  I 
believe  that  the  business  must  finally  come  to  the  point 
where  it  will  be  regulated,  and  it  is  on  that  basis  alone 
that  I  stay  in  it  myself  and  encourage  those  who  may  be 
affiliated  with  me  to  do  the  same.    At  the  present  time 
under  this  competition  by  trucks  that  are  not  regulated,  in- 
evitably the  service  must  be  operated  in  most  instances  at 
a  loss.     I  think  that  is  the  experience  of  most  motor  truck- 
ing companies  in  Alberta. 

In  addition  to  the  taxation  that  we  pay  to  the  prov- 
incial government,  we  have  many  additional  taxes  brought  to 
bear  on  us  by  the  cities  and  towns  throughout  Alberta. 

I  think  that  is  all  I  have  to  say,  sir,   except  again 
to  point  out  that  I  believe  with  proper  regulation  of  the 
motor  truck  business  motor  trucks  can  and  will  have  very 
much  in  common  with  the  railways.     Speaking  for -those  whom 
I  represent,  I  can  say  we  would  welcome  the  time  when  the 
railways  will  again  become  our  competitors  instead  of  the 
motor  trucks  that  are  not  regulated  at  the  present  time. 

COMMISSIONER  LOREE:  When  the  English  railways  were 
built  they  took  measurable  steps  as  common  carriers  through 
well  organized  companies  to  do  a  waggon  trucking  business 
throughout  the  country.     They  divided  their  rates  into  two 
groups  --  station  to  station  rates  with  platform  and  delivery 
service  and  collection  and  delivery  rates  to  store  door. 
Last  year  after  an  experience 
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of  approximately  a  hundred  years  four  companies  lost 
$6,000,000  on  their  collection  and  delivery  business,  and 
the  year  before  $6,200,000.     I  suppose  that  is  the  reason 
why  they  hesitate    to  venture  into  the  trucking  business. 
ME.  WILSON :  Yes. 

CQMHISSIOBEB  I0REE;  It  has  not  seemed  to  them  to 
afford  any  promise  of  profit. 

ME.  V/ILSOK:  Yes.     I  may  probably  go  a  little  too  far 
if  I  present  some  of  my  experience  on  starting  into  the  motor 
trucking  business,  but  I  am  going  to  do  so.    We  started  in 
the  motor  trucking  business  and  published  a  tariff.     I  may 
add  that  we  have  since  discontinued  publishing  tariffs  be- 
cause our  printing  bill  would  be  rather  high;  the  tariffs 
had  to  be  changed  so  often.     But  we  attempted  to  operate  our 
business  with  rates  from  five  cents  to  ten  cents  per  hundred 
pounds  over  the  railway  rates,  and  for  about  a  year  we  were 
able  to  secure  those  rates  from  our  customers  by  giving  them 
an  express  service  a  little  better  than  the  railways  had  pre- 
viously been  giving  them.    We  had  very  little  complaint  from 
our  customers;  they  were  well  satisfied  with  the  service, 
for  we  were  able  to  maintain  a  service  that  was  worth  while 
and  they  were  sure  of  getting  their  goods  every  morning  up 
to  a  distance  of  about  eighty-five  miles  from  the  city  of  .' 
Edmonton.    But  lately  we  have  been  forced  to  cut  those 
rates  in  half  in  some  cases  to  compete  with  other  truck 
companies.    At  the  same  time  we  find  that  our  customers  are 
not  nearly  s0  well  satisfied  as  they  were  previously  at  the 
higher  rates.     The  reason  back  of  that  apparently  is  that  ' 
they  believe  if  „e  oan  operate  at  all  on  a  lower  rate  than 
»e  previously  charged  they  will  try  to  find  just  where  our 
limit  is,  and  they  continually  bring  pressure  to  bear  to 
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force  these  rates  down.     Just  what  the  final  tariff  will  he 
I  am  not  prepared  to  say.     But  that  has  been  our  experience 
»  the  matter  of  rates,  sir;  and  that  brings  us  back  to  the 
point  where  the  railways  on  most  of  these  lines  have  long 
since  ceased  to  he  our  competitors. 

LORD  A3HFI ELD :  you  have  been  frank  in  your  statement. 
Might  I  ask  you  this  question:    When  you  first  established 
this  road  transport  and  published  a  rate  higher  than  that 
charged  by  the  railways,  I  believe  you  had  very  little  com- 
petition? 

MR.  mmk:  No,  sir,  very  little  competition. 
LORD  ASHFIELD :  Making  a  proper  allowance  for  the  de- 
preciation of  your  equipment,  did  that  service  pay? 
MR.  WILSON :  Yes,  sir, 

LORD  ASHFIELD :  And  „  is  only  teoause  the 
ccmpetition  has  become  what  you  describe  as  wide-open,  leav- 
ing the  roads  free  to  anybody  to  operate  trucks  and  charge 
whatever  rates  he  likes,  that  the  financial  position  of 
these  truck  companies  has  become  disastrous,  if  J  may  ase 
that  word? 

■     MR.  xjlLSQh:  Yes,  sir,  entirely. 

m  CHAIRMAN:  Thank  you,  Mr.  Wilson.  J 

THE  SECRETARY:  There  are  „ 

xueie  are  certain  documents  to  be 

filed,  Mr.  Chairman: 

A  telegram  from  Mr.  D.  W.  Patterson,  transmitting 
a  resolution  by  the  Crande  Prairie  Board  of  Trade  and 
Chamber  of  Commerce,     it  was  received  by  the  Chair- 
man  this  morning. 

Also  the  letter  already  mentioned  from  Mr.  „.H.MeBain 
President  of  Lakeside  Coals,  Limited,  bringing  to  the' 
attention  of  Sir  Joseph  Flavelle  and  other  member  of 
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the  Commission  certain  matters  in  connection  with 
the  transportation  of  coal  to  Ontario. 
A  letter  from  Mr.  J.  W.  Millar,   of  the  Western 
Construction  and  Lumber  Company,  Limited,  Edmonton, 
making  certain  proposals  to  the  Chairman  and  the 
Commissioners  for  the  reorganization  of  the  capital 
of  the  Canadian  National  Railways. 

Certain  other  letters  were  filed  with  the 
Commissioners  at  Edmonton  on  the  journey  to  Victoria 
by  Mr.  J.  F.  McMillan,  of  the  Spruce  Manufacturers 
Association,  and  other  correspondence  he  has  had 
with  the  railway  companie s, these  have  again  been 
filed  with  the  Commission  this  morning. 
THE  CHAIRMAN  Does  any  other  gentleman  wish  to  make 
representations  to  the  Commission? 

MR.  W.  S.   CAMPBELL ( Vi c e  President,  Gaults  Limited, 
Edmonton):  Is  it  the  privilege,  Mr.   Chairman,  of  an  mdL  ' 
vidual  to  submit  suggestions  to  this  Eoard  through  the 
Secretary  at  Ottawa  within  the  next  few  weeks? 

THE  CHAIBMA.!r :  Yes,  Mr.  Campbell,  we  shall  be  glad  to 
receive  your  memorandum. 

ME.  CAMPBELL:  I  shall  bo  very  glad  to  do  so  within  \ 
the  next  few  weeks. 

THE  mxmSt  There  being  nothing  further,  we  will 
bring  the  sittings  to  an  end. 

(At  12.30  p.  m.  the  Commission  adjourned). 
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